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Wane THE business world at large has looked with be- 
wilderment on the extraordinary tactics of the Roosevelt 
administration in Washington in dealing with 

Revolt Against the country’s monetary system, revolt against 
New Economics the unquestioning acceptance of these policies 
and procedures has been growing in the 

United States itself. One after another men of standing and 
influence have plucked up courage to protest publicly against 
steps which they regard as threatening grave injury to the credit 
of the country and to the public confidence essential to recovery. 

While the efficacy of the attempt to raise commodity prices at 
home by depressing the value of the dollar abroad has been 
viewed with skepticism from the beginning, the alarm that finds 
expression in increasingly vehement protests is due to the 
hesitation of business, the drop in market value of government 
securities and a flight of capital from the United States estimated 
as high as $2,000,000,000. 

It requires no deep economic knowledge to understand that 
anything that undermines confidence in the stability of mone- 
tary standards and the soundness of national credit affects the 
movement toward American industrial recovery at the point 
where it has shown itself weakest, that is in the restoration of 
the demand for capital goods. Washington’s reaction to the 
lagging of this part of the rehabilitation program has been a 
redoubling of efforts to set in motion a great campaign of public 
works. 
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L. IS OBVIOUS, however, that private enterprise must be 
the main reliance for the return to normal activity in such lines 
as building construction and the manufacture 
Weakening of machinery and other equipment for indus- 
Recovery trial production. To depreciate the dollar by 
driving investment funds out of the country, 
to frighten investors out of placing capital in long term produc- 
tive enterprises and to complicate still further the difficulties of 
international exchange must hamper if not defeat the best 
intentioned efforts to establish commodity values upon a per- 
manently higher level, just as the increase in costs of production 
without expansion of purchasing power to absorb these increases 
slows down business and aggravates the ills it was intended to 
cure. 
It is becoming clear that the periodic battle against currency 
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inflation must be fought over again in the United States. If 
the spectre of fiat money and unsound credit can be laid, one 
great obstacle to maintenance of the trend toward industrial 
recovery that has made itself manifest not only in the United 
States but in other countries as well will have been removed. It 
is worth noting that President Roosevelt, while willing to test 
new plans and theories, thus far has avoided committing himself 
irrevocably to any of the daring economic experiments in which 
he has permitted the government to become involved. But 
there is a natural fear in the business world that if the methods 
now being tested fail to produce the desired effect on domestic 
prices recourse may be had to measures which will more seriously 
impair public credit and ultimately destroy established values. 
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Aswe FROM its ultimate effect upon domestic business and 
the progress of industrial recovery the sudden drop in exchange 
Detter Choma value of the dollar has its helpful features for 

: @ certain branches of the oil industry. It had 
for U.S. ae - : 
been assumed that the rise in prices which 
Exports = took place with the establishment of the 
petroleum code in September last would make it impracticable 
to maintain exports from the United States in the same volume 
as during the earlier months of the year. Actually, however, 
the advance in crude since September 1 has been very nearly 
balanced, so far as international markets are concerned, by the 
fall in the value of the dollars required to pay forit. In the case 
of motor fuel and other products, where the domestic price in- 
crease has been less pronounced, the actual cost to foreign buy- 
ers is less than it was before. Three months ago crude oil in 
the midcontinent United States was selling at fifty cents per 
barrel. Today the price is one dollar per barrel, but the dollar 
itself on a gold basis is selling at sixty cents. Consequently the 
increase for export purposes is only 20 percent instead of 100 
percent. The Gulf Coast price of 58-60 U.S.M. motor fuel for 
export was 4.25 cents per gallon at the end of August. By 
November 20 it had risen to six cents. Paid for in 60-cent 
dollars, however, the cost to the European buyer was only 3.6 
cents per gallon or actually less than before the domestic price 
advance. 

Under these conditions the chances of maintaining exports at 

a relatively high level have been greatly enhanced. 








If devaluation is pushed to the limits at present indicated it 
is difficult to see how it can fail to stimulate such shipments, as 
United States products will be able to compete successfully in 
almost any outside market. 
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Ix THIS very condition there is a potential threat to the 
stability of world markets. If American domestic prices were 
to advance in even ratio with the decline in 


aang the exchange value of the dollar this danger 
vi would not exist. Thus far, however, there has 
Industry 


been no such proportionate advance. So long 
as this situation continues the disadvantage under which 
American exporters have long labored will be turned into an 
advantage since most of the depreciation in the international 
value of their currency can be reflected in the export price. 
Large American oil organizations which have heavy invest- 
ments in foreign markets naturally have no desire to injure these 
investments by upsetting the markets. A fact to be reckoned 
with, however, is that thousands of smaller American producers 
are potential exporters and that the existence of large stored 
stocks and a vast shut-in production exerts constant pressure to 
find an outlet. The regulations imposed on the American oil 
industry under federal control do not provide for interference 
with exports and the Constitution of the United States contains 
specific provisions against the imposition of an export tax which 
would be the easiest way of restricting such shipments. Unless 
there is an unexpected rise of prices within the United States 
or in the international standing of the dollar, marketers in other 
countries may as well prepare for a substantial impact from 
American exports. 
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Adverican manufacturers of drilling, pipeline, power, 
transport and refinery equipment for the past two years have 
been more or less badly handicapped by ad- 
Oil Field verse exchange conditions in seeking business 
Equipment outside the borders of their own country. 
They now find their prospects greatly bright- 
ened by the change that has taken place in monetary values. 
Even with some increase in their costs of production as a result 
of regulations as to wages and working hours imposed by the 
National Recovery Administration, a reduction of 40 percent 
or more in the international value of the medium of payment 
represents a very substantial cut in the prices paid by their 
foreign customers. Under these conditions American firms are 
in a position to match quotations with their competitors in 
Britain, France and Germany who have been getting the bulk 
of new construction business for some time past and a substan- 
tial increase in the volume of export orders which they will be 
able to obtain is logically to be expected. 

For certain specialized forms of equipment used by the oil 
industry, American manufacturers have been able to hold the 
field even in the face of unfavorable exchange conditions because 
of the superior or exclusive nature of their products. This is 
not surprising in view of the fact that the production and refin- 
ing of petroleum has been carried forward on a greater scale in 
the United States than anywhere else in the world and that many 
of the tools and machines that have brought greater speed and 
efficiency to field and refining operations were invented and 
developed here. 

For those makers of standard materials and supplies who 
heretofore have been barred from competition for business in 
the export field the depreciation of the dollar is like the swinging 
open of a gate admitting them to new and verdant pastures. 





Considering that a large part, probably the greater part, of the 
activity in production, pipeline building and refinery construc- 
tion seems destined to take place outside the United States, 
for the next few years at least, the simile is not overdrawn. 
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S.curicanr of the general improvement in the interna- 
tional petroleum situation and of the expectation of increased 
activity to come is the action of the Anglo- 
Saxon Petroleum Company in placing contracts 
for twelve new Diesel powered tankers em- 
bodying new features of efficiency and econom- 
ical operation. Shipbuilding has sunk to such a low point in 
the past three years that many yards have been practically 
deserted. Scores of tankers have been laid up and construction 
has been at a standstill. Resumption of activity in this par- 
ticular field is a most encouraging sign not only for the builders 
of this type of craft but also for the petroleum industry itself. 


Tanker 
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I, THE able survey of forces affecting stability in the 
world’s oil industry, which appears in another part of this issue, 
J. B. Aug. Kessler draws an interesting com- 
parison between the volume of drilling and of 
stocks in the United States and other countries. 
Thereby he puts his finger on the weakness of 
the American conservation movement as it has been adminis- 
tered up to the present time. Even when production has been 
brought down to the level of current requirements this diminu- 
tion has not been fully reflected in the improvement of prices 
because overdrilling and the existence of excessive stocks have 
maintained an unwieldy potential. 

It is easier perhaps to point out the evil of overdrilling than 
to remedy it. The law as it exists or as it has been interpreted 
in the United States virtually forces the intensive exploitation 
of new fields where ownership is divided among many holders, 
since it holds that each surface owner is entitled to all the oil he 
can capture by drilling on his own property. It leads to such 
tragi-comedies as the sinking of 10,000 wells in the East Texas 
field within a period of two years. This creates difficult condi- 
tions since, under state proration, the output of new wells 
must be accommodated within the maximum limits set for 
the field in which they are located. Increasing restriction ap- 
plied to individual wells as their number multiplies is largely 
responsible for illegal production or hot oil which has figured 
so largely in recent discussions of American conditions. 

While the oil trade has been looking to the stabilization of 
production in the United States as a prerequisite to stability in 
international markets, it now appears that the hope of substan- 
tial improvement in this respect may be dissipated by enforced 
currency depreciation. In the American domestic market 
stability may follow the shotgun wedding between the conserva- 
tionists and the guerillas 6f the oil industry which the power 
of the federal administration has brought about while at the 
same time, as already pointed out, currency devaluation may 
stimulate export sales. 

While agreeing fully with Mr. Kessler as to the influence of 
the causes he mentions in checking full world stability and 
while recognizing his statistical analysis of the situation as the 
best that has been made, we are inclined to feel that the most 
accurate measure of the contribution of the United States to or 
against world stability will be found in the relative volume of 
American exports and in the export price. The latter hence- 
forth must be reduced to a true gold basis to understand its 
effect upon the world market. 


Factors in 
Stability 
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Changing Outlook for Soviet Oil Industry 


Recent Changes in Soviet Oil Export Policy in 


World Markets Are Indicated. 


Russian Purchases 


in U.S. Will Consist of Oil and Rail Equipment 


Rather than Perishable Commodities. 


BP romance recognition of the Union 
of Soviet Socialist Republics by the 
United States, which was forecast by 
WORLD PETROLEUM when it became evi- 
dent that the present administration 
would control the federal government, 
having at last become a fact, two impor- 
tant effects are likely to be felt within the 
petroleum industry. The first of these, 
which is not entirely a result of recogni- 
tion, is a modification of Soviet oil export 
policy. The second is improvement in the 
prospects for the sale of drilling, refining 
and transportation equipment to the 
U.S.S.R. 

Soviet export policy has been under- 
going a gradual change during 1933 
which has led the U.S.S.R. to make efforts 
to disassociate international politics from 
oil to a much greater extent than ever 
before since the Soyusnefteexport has 
become a power in the international oil 
market. Soviet oil exports will now be 
managed in a manner to promote the sale 
of the greatest quantity of oil abroad at 
the greatest possible return, where here- 
tofore Soviet exports were governed to 
some extent by political considerations 
and the question of the value of the con- 
tracts obtained abroad was always sub- 
ordinated to the question of the size of 
the contract. 

Events within the Soviet industry have 
caused a slowing up of operations making 
a curtailed amount of oil available for 
export and domestic consumption just as 
the rest of the program for the industrial- 
ization of Russia and the mechanization 
of agriculture had reached a peak causing 
an important demand for oil for internal 
use. Progress in drilling and refining in 
the Soviet Union admittedly has not kept 
pace with the rest of the broad program 
embodied in the Five Year Plans. Until 
recent months when the industry achieved 
marked success in increasing production 
at Baku, even the production of oil was 
falling so far behind the program as to 
jeopardize the fuel balance demanded for 
the successful operation of the Five Year 
Plan. Transportation, which has been 


repeatedly referred to in our regular 
monthly notes on the Russian industry, 
has not yet emerged from a difficult situa- 
tion which reached a crisis earlier this 
year when it took several days and some- 
times weeks to supply cargoes to tankers 
which were already waiting at Black Sea 
ports. 

All these factors made the total quan- 
tity of petroleum available to the Soviet 
Union fall far short of the amount that 
was necessary for internal development 
and for maintaining their former wasteful 
export policy abroad. Food shortages, 
especially in the Ukraine, demanded the 
increased mechanization of agriculture. 
Tractor combines were turning out more 
units than the petroleum industry could 
supply with fuel. An acute shortage of 
illuminating oil was noticeable in the 
U.S.S.R., especially in the rural districts. 
Motorized transport suffered from the 
lack of adequate motor fuel and had to be 
restricted to the most essential uses. 
Only in the production of lubricating oils 
was the industry meeting the require- 
ments of the increasing industrialization 
of Russia. 

With this growing domestic demand the 
Soyusnefteexport was forced to reconsider 
its export policy, a reconsideration which 
led, during the second half of this year, to 
the abandonment of the policy of making 
up in quantity of exports any penalty in 
the form of lower prices obtained in in- 
ternational markets. More considera- 
tion began to attach, in the minds of 
those in charge of Soviet oil exports, to 
the prices received and less importance 
to the quantity sold. The Soviets had 
still to obtain and maintain their position 
in world markets by price concessions but 
the incentive was lacking to sell oil at any 
figure obtainable. 

The quantity of oil available for export 
from the Soviet Union had acquired a 
much greater value within the country as 
a result of the steady progress of the First 
and Second Piateletka than it had for- 
merly held, and destructive price wars with 
the international group of oil companies 
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were losing their attractiveness. Difficul- 
ties arose with important companies with 
whom the Soviets had closed contracts 
for the purchase of Russian oil, when these 
companies found the Soyusnefteexport 
competing with them in markets in which 
the companies intended to dispose of the 
oil purchased from the Soviets. 

These factors have finally succeeded in 
changing the Soviet oil export policy to a 
more rational and less aggressive basis 
from which it is already obvious that they 
will receive returns fully as great as those 
obtained under the price cutting system 
that prevailed while the Soviets were at- 
tempting to establish themselves in world 
markets. 

It is true that at present there is a price 
war between the various companies and 
the Soviets in the Far Eastern market 
but this is the result of contracts entered 
into by the Soyusneft and various inde- 
pendents; the independents are now dis- 
posing of the oil they have contracted to 
purchase at lower prices made possible by 
the favorable terms of the contracts with 
Soyusneft. 

It has been pointed out that contracts 
between the Soviets and Socony-Vacuum 
which expired earlier this year have not 
as yet been renewed. From this it has 
been inferred that strained relations exist 
between the two parties to the former 
contracts. Authentic information indi- 
cates that this is not the case. Socony- 
Vacuum has repeatedly denied that its 
relations with the Soviets are anything 
but friendly and it is true that the pre- 
liminaries to negotiations for new con- 
tracts are progressing, although slowly. 

The representatives of Soyusnefteex- 
port stationed abroad indicate the change 
in Soviet oil policy which calls for the 
complete divorce of politics from oil. Mr. 
Ostrovsky, an able oil executive who has 
performed valuable services for the Soviet 
oil industry is being retained as the Soyus- 
neft representative in Paris despite rumors 
that he was to be appointed Ambassador 
to Spain or France. Retention of Mr. 
Ostrovsky suggests that Soviet oil opera- 
tions in France will be conducted on a 
sound basis of maintaining prices at re- 
munerative levels as far as possible. 

In Berlin, Derop, Soviet marketing 
agency in Germany, recently appointed a 
new advisory board and a new board of 
directors which includes the names of 
distinguished German industrialists ap- 
pointed purely for business reasons with- 
out the usual regard for political consid- 
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erations that has governed these selections 
in the past. 

Mr. Ackerman, successful representa- 
tive of Soyusneft in Central Europe and 
Italy, has been appointed to the United 
States. This serves as another and even 
stronger indication that the Soviet oil 
export business will be carried on purely 
as a business and without regard to 
politics. 

The second important change in Soviet 
oil policy is in large measure a direct 
result of diplomatic recognition of the 
Soviet Union. This has to do with the 
purchases of oil equipment from the 
United States. In the past large quan- 
tities of oil equipment, especially refining 
equipment, have been purchased from the 
United States while the Soviet petroleum 
industry was laying the foundation for its 
program of production and refining indus- 
tries for the first Five Year Plan. The 
advantages of equipment designed to 
meet conditions that were somewhat the 
same in both countries attracted the 
Soviets and led to important purchases 
despite the difficulties of establishing 
credit in the United States. During the 
past two years these purchases have fallen 
off to a very considerable extent, both 
because the Soviet industry was supposed 
to have reached a point where imported 
capital equipment was no longer necessary 
and because establishment of credit was 
proving much easier and more attractive 
in Germany and other European coun- 
tries than it was in the United States. 
In addition, exchange difficulties made 
purchase of American equipment too 
expensive. 

During the past year all these factors 
have changed. Relations between Russia 
and Germany have become less cordial 
and the trade between those countries 
has not continued at the high rate that it 
assumed last year. Although Soviet ma- 
chine shops were supposed to have 
reached a point where they could supply 
the Soviet oil industry with the necessary 
equipment, they had not actually done so. 
As has been pointed out on several occa- 
sions by WORLD PETROLEUM, lack of ade- 
quate equipment hampered the produc- 
tion of oil. Equipment suitable for deep 
drilling was lacking in Russia. Pumps 
and compressors were not available to 
furnish the growing number of wells that 
had ceased gusher production. Refiner- 
ies that were already in operation were 
functioning satisfactorily but require- 
ments for new capacity, especially crack- 
ing capacity had built up a demand which 
the heavy equipment industries of Russia 
were unable to meet. During the past 
year Baku has made an impressive show- 
ing in production because a large part of 
the Soviet resources for manufacture of 





392 


equipment was concentrated on supplying 
Azneft. At the same time the other oil 
trusts have shown the effect of this concen- 
tration on Baku; they have fallen into 
arrears largely because of the lack of 
proper equipment and the lack of trained 
personnel. 

There is therefore a growing conscious- 
ness of the need for adequate equipment 
for the drilling and refining divisions of 
the Soviet oil industry if it is to maintain 
production at anything like the quantity 
required for export and the satisfaction 
of the domestic demand. Past experience 
has taught the Soviet industry that a 
large part of this equipment can be ob- 
tained to the best advantage in the United 
States if suitable credit arrangements and 
exchange relations are favorable. 

This is, in fact, the case at present. 
During the Hoover administration in the 
United States, that is to say, when the 
possibility of U.S. recognition of U.S.S.R. 
seemed only a distant possibility, Soviet 
commercial paper was sold at a discount of 
not less than 35 percent. Prior to the 
election of President Roosevelt, but when 
it began to seem a certainty, the discount 
rate dropped to 30 percent and following 
the election to approximately 25 percent. 
In the early part of the past summer when 
the probability of Russian recognition 
became still stronger this rate had dropped 
to around 18-20 percent, and stands at 
present at about 12 percent with few offer- 
ings, even at that figure. 

Meanwhile the exchange situation has 
changed greatly so that American manu- 
facturers can now bid on equal terms 
with the manufacturers of other countries; 
actually they have a decided advantage 
in respect to some countries. 

The convergence of a growing demand 
in Russia for capital oil equipment to as- 
sist in the production of Russia’s principal 
money product, and the new facilities for 
trade with the United States points 
logically to extensive purchases of Ameri- 
can oil industry equipment. There have 
been the usual wild rumors of vast quan- 
tities of goods which the Soviet Union 
intended to purchase from the United 
States, including cotton and a great variety 
of food stuffs, but even a casual examina- 
tion of Soviet policy will show the fallacy 
of such assumptions. Oil export, how- 
ever, is the principal channel through 
which the Soviets have established credits 
abroad which are vital in obtaining a sup- 
ply of manufactured equipment for the 
completion of the two Five Year Plans. 
Purchases will be made, not of actual 
commodities, but of the means for the 
production of these commodities within 
the Union. In short, purchases will be 
confined as far as possible to capital goods 
for the manufacture of cotton, food stuffs 


etc. required by the people. Heading 
this list is the petroleum industry which 
is looked to for the means of paying for 
these purchases and for maintaining the 
fuel balance within the country. 

Granted the desire to purchase capital 
goods for the oil industry, how are the 
Soviets to arrange for the proper credits? 
First, the Reconstruction Finance Cor- 
poration may be counted upon, not to 
advance funds to the Russians, but to 
American manufacturers who are in a 
position to obtain orders from Russia. 
Secured by the credits of the manufac- 
turer with Russia, this money will serve 
to increase employment in the United 
States, and to assist in national recovery 
and will therefore be justified even more 
fully than many of the R.F.C. loans that 
have been made to so-called ‘‘self-liqui- 
dating” projects in the past. 

Funds will be available direct to the 
Commissar for Heavy Industry in Russia 
through private corporations which will 
advance funds to the Soviets for use in 
purchasing American-made oil equipment. 
It is not too much to say that such com- 
panies are even now being organized 
within the United States and may be ex- 
pected to function in the near future. 

Finally, the first step in arranging these 
purchases has already been taken. Last 
month reports were current that M. 
Barinov was scheduled to visit the United 
States for the purpose of making recom- 
mendations as to purchase of oil equip- 
ment to the home government. M. Bari- 
nov’s trip has been delayed but has not by 
any means been abandoned. Prof. Prit- 
ula is already on his way to the United 
States to study American technique and 
equipment. Two other commissions have 
arrived in the United States for the same 
purpose. Mr. Ackerman also is due to 
take up his post as head of the petroleum 
division of Amtorg and definite action 
may be expected within the coming year. 


v 


Death of C. O. Stillman 


CHARLEs ORRIN STILLMAN passed away 
at Toronto, Canada, on November 18, 
the victim of heart complications follow- 
ing an* operation undergone two weeks 
previously. Mr. Stillman, who was 69 
years of age, was for fifty-three years of 
his life connected with the oil industry. 
Until June of this year, he was the Presi- 
dent of Imperial Oil Limited, a position 
he had occupied for fourteen years. 

Mr. Stillman came to Canada in 1897 
to superintend the construction of the 
Bushnell Company’s new plant at Sarnia. 
Within four years he was Imperial Oil’s 
general superintendent, and a director 
of the company. 
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Sweden Looks at Monopoly 


Committee Appointed to Study Possibilities of 


Increasing Production of Alcohol and Consump- 


tion as Motor Fuel Reports Recommending a 


Monopoly in Petroleum. 


Beecent events have served to draw 
attention of the world to the fact that 
Sweden is considering the desirability of 
establishing a monopoly in motor fuel. 
It will be remembered that on February 
17 of this year a committee was appointed 
by the Crown to investigate the possibility 
of increasing the production and utiliza- 
tion of alcohol as a motor fuel, and, if 
necessary in this connection, to inquire 
into the present conditions under which 
motor fuel is imported. This committee 
reported to the Minister of Finance on 
September 8. The report of those as- 
signed to study imports, with one reserva- 
tion, is largely an argument in favor of the 
adoption of a monopoly. Following ap- 
pearance in mid-September of the report 
in printed form, a group of the interna- 
tional oil companies doing business in 
Sweden filed an answer with the govern- 
ment taking exception to many of the 
statements. If the government elects to 
continue further with the matter the nat- 
ural course will be to bring the subject up 
in the Riksdag when it meets on January 
9, 1934. 

Some curiosity has been aroused by the 
fact that a movement of this sort should 
materialize in Sweden. Itis a well known 
fact that the intensive competition among 
the companies operating there has re- 
sulted in their doing business at a loss and 
the public meanwhile has been buying 
its supplies below cost. In the case of 
Sweden the impulse to “‘share the profits”’ 
of the oil companies, as confiscation is 
euphemistically called nowadays is cer- 
tainly not the driving force. In fact the 
case for monopoly in Sweden is one of the 
weakest which has been presented any- 
where. 

The impulse towards state socialism in 
Sweden is very strong and the total invest- 
ment in state enterprises already is some- 
thing like 2,195,650,000 kronor. While 
the Swedish people as a whole are strongly 
opposed to communism a few communists 
have gained membership in the Riksdag, 
and the Socialist party in Sweden leans 
strongly to the concept of the paternalistic 


DECEMBER 1933 


state. It may or may not be a coinci- 
dence that the Russians stand to benefit 
from the scheme as now drawn up. 

The cooperative movement has thrived 
in Sweden and an effort has been made 
since last year to apply this principle to 
the sale of gasoline by a society composed 
largely of Stockholm taxi operators organ- 
ized by Casper Ehrenborg, who has 
agitated for a government refinery in 
Sweden. 

Of course the underlying spirit of in- 
tense nationalism which prevails through- 
out the world today, provides a power- 
ful driving force for movements of this 
character. This new religion, as Hilaire 
Belloc calls it, has a useful part to play in 
the world but it is a principle which cannot 
be applied indiscriminately since true 
economic independence is impossible ex- 
cept where all natural resources are 
present. 


History of the Movement 


Tue PRESENT action seems to have 
had its origin in discussions which began 
in the Riksdag in 1932 when a member put 
forward a private bill providing for the 
compulsory admixture of domestic alcohol 
with imported gasoline to the extent of 25 
percent. As a matter of fact, up to the 
present importers have voluntarily been 
taking the entire domestic production of 






















alcohol and the proposal was defeated 
when it was pointed out that the total 
domestic production of 8,500,000 litres 
(2,245,700 gal. U. S.) did not provide 
sufficient quantity to permit this dilution. 

Other private motions appeared at the 
same time dealing with the position of 
the potato growers, their dwindling home 
market for the spirit distilled from pota- 
toes and the possibilities of enlarging the 
market for this sort of spirit. It should 
be remembered that ‘‘potato whiskey,”’ 
called ‘‘brann-vin,’’ produced since the 
introduction of the potato in the seven- 
teenth century still forms the most popu- 
lar Swedish strong drink, comparable 
with vodka in Russia or whiskey in Scot- 
land and Ireland. With the growth of 
temperance the consumption of spirits in 
Sweden has dwindled 50 percent in the 
past 20 years. Sweden has moreover 
large stretches of sandy soil particularly 
suited to potato culture and the agricul- 
tural group has argued that it was in the 
interest of the state to subsidize these 
crops. 

Added to this has been the fact that the 
production of alcohol from wood in the 
pulp industry of Sweden has intensified 
competition among the potato alcohol 
producers in both the beverage and indus- 
trial markets. Heretofore the pulp indus- 
try has found its market principally in 
industrial fields but recent legislation has 
made it possible to sell its product for 
human consumption and the result has 
been a double pressure to enlarge the 
home market for alcohol. 

This situation appeared to justify the 


in ocean installation of the Shell Swedish subsidiary rep- 


resenting part of the large investment of international 
oil companies devoted to supplying the Swedish market. 





Night and day attractive service stations controlled 
by foreign companies serve the Swedish motorist. 


appointment of a committee instructed to 
deal with the whole question of the sales of 
all kinds of spirits with a particular view 
to promoting the sale of alcohol as motor 
fuel and, if necessary in this connection, to 
examine the conditions under which motor 
fuel was being imported and distributed. 

Accordingly, acting under the law of 
June 18, 1925, dealing with monopolistic 
enterprises and unions, a committee of 
five was appointed consisting of Nils Woh- 
lin, Director General of Customs, chair- 
man; Sven Almgren, member of the first 
chamber of the Riksdag; Axel F. Enstrom, 
Chief Clerk of the Board of Liquor Con- 
trol; Dr. Erik Kempe, Ph.D. and Sten 
Stendahl, member of the first chamber of 
the Riksdag and incidentally a director of 
a Swedish petroleum refining company. 

The committee divided its work on the 

following lines: 

(a) Regulation of the manufacture and sale 
of “‘brann-vin,” 

(b) Rationalization of the potato distilling 
industry and sale of potatoes for that 
purpose, 

(c) Fee use of wood pulp alcohol as motor 


(d) The question of state regulation of 
motor fuel importations. 


Because it is necessary to an under- 
standing of thesituation as a whole wesum- 
marize the committee’s recommendations 
in the first three matters before proceeding 
to a discussion of the petroleum report: 


Under (a) it is proposed that the bever- 
age market be reserved for potato alcohol. 
The sale of spirits for human consumption 
is already a monopoly of the state which 
has permitted the sale of home produced 
technical spirits free of tax, under certain 
conditions. It is now suggested that all 
sales for human consumption be handled 
through the Wine and Spirit Central. 

In considering (b) the committee takes a 
very cautious view of the problem of ra- 
tionalization and is not prepared to propose 
the closing down of small distilleries. 

It favors giving relief by shutting wood 
pulp alcohol out of the beverage market 
and even suggests vaguely that the Wine 
and Spirit Central be allowed to erect 
two or three new distilleries to meet the 
demand increased in this fashion. 

On the wood pulp alcohol question (c) 
the committee points out that the present 
sale of 8,500,000 litres of 99.5 percent motor 
alcohol constitutes only 2 percent of the 
motor fuel importations, whereas the pro- 
ducing capacity of the Swedish wood pulp 
industry of this by-product is 40 litres of 
95 percent spirit per ton of manufactured 
pulp, which, on the basis of the present 
annual production of 1,300,000 tons of wood 
pulp gives 52,000,000 litres of wood spirit 
per annum. Deducting 7,000,000 litres 
for other industrial purposes and having 
due regard to the fact that 20 out of 
Sweden’s 65 factories are regarded as too 
small for the effective production of alcohol 
by-product the committee arrives at an 
annual figure for wood spirit of 45,000,000 
litres of 95 percent alcohol. Recalculated 
the final figures obtained are 40,000,000 
litres of wood spirit corresponding to 
160,000,000 litres of light bentyl. The 
accompanying statistical table cites 454,- 
164,000 litres as the 1932 importations of 
“‘bensin,”” the Swedish word for motor 
fuel in daily consumption. 


From these terminals imported pe- 
troleum products are distributed. 





The idea of promoting the sale of wood 
pulp alcohol as motor fuel by means of 
special tax reductions is rejected by the 
committee on the ground that this tax is 
levied for the roads and should be borne 
equally. To overcome this difficulty the 
committee suggests ‘‘that the production 
of home produced wood alcohol should 
take the form of a legal duty for the im- 
porter or manufacturer to blend the im- 
ported gasoline with wood spirit. The 
whole bulk of this spirit should be taken 
over by the gasoline firms in proportion 
to their import or production and the 
manufacturers of motor alcohol should be 
guaranteed a price based on the cost of 
production plus a reasonable profit.” 


In preparing the petroleum end of the 
report the committee relied extensively 
upon supplementary data collected by 
Otto E. Ask, lecturer at the Malm6é Gram- 
mar School and auditor, who examined 
the accounts of the oil companies; Thors- 
ten Ohde, who wrote a general survey of 
the petroleum industry of the world and 
Evert Norlin, who attended the World 
Petroleum Congress in London with re- 
sults which do not appear in his memoran- 
dum. Ask’s report, which shows signs of 
marked bias and unfamiliarity with his 
subject, appears to have been the basis of 
the conclusions expressed by the majority. 


Report Recommending Monopoly 


Tue FoLtitow1nc is a general summary 
of the report: Having regard to the fact 
that the profits of the importers have been 
notoriously low in recent years and that 
the parent companies have been forced to 
advance large sums to their Swedish sub- 
sidiaries in order to maintain their sol- 
vency, the committee makes some re- 
marks regarding the profits of the mother 
companies abroad, expressing the suspi- 
cion that they have deliberately over- 























charged their Swedish affiliates. The 
committee alleges that in this way the 
Swedish companies have been able to es- 
tablish trade losses with a result that the 
state and the local community have been 
deprived of revenue. The committee 
deals extensively with the previous “price 
wars”’ in Sweden, refers to recent agree- 
ments among the companies about the 
Swedish market and describes the general 
situation existing there as ‘‘unsound.’’ 

In passing it suggests, rather vaguely, 
the desirability of revising the present tax 
schedule so as to add a levy on heavy oil 
as well, representing this as being more in 
accordance with modern practice. 

The main body of the report is devoted 
to an argument for state monopoly, the 
principal passage reading as follows: 

“Even apart from the increasing dependence 
of Sweden and the Swedish consumer on the 
foreign oil companies and on the sales policy of 
their affiliated organizations in Sweden, the 
investigation appears to have made it a fair 
probability that a state oil monopoly should be 
able to make more favorable purchases of gaso- 
line and other mineral oils and thus obtain 
advantages for the home consumers. In any 
case, there is much to say for this opinion, as 
long as the international oil market is not 
brought under a world monopoly of its own 
through closer cooperation between the great 
world companies. But not even then would 
there be lacking ways and means for supplying 
the needs of a state importing monopoly. If 
the foreign parent companies have been debit- 
ing their affiliated companies in Sweden higher 
prices than it was possible (to obtain), there is 
the greatest possibility that a state monopoly 
should be able to buy the oil cheaper. Much 


will of course depend upon the future world 
supply of oil and the situation on the interna- 
. . . but even possible world 


tional market 



















shortage in the future should not mean that 
state buying would lose its advantages com- 
pared to a free import trade, particularly as in 
that event one has to reckon with the efforts of 
the individual importer to use the higher 
world prices in his own interests.” 


The committee then discusses the form 
this monopoly should take and other per- 
tinent questions, among them the future 
position of the retail trade and compen- 
sation to existing wholesale firms and 
importers. 


Regulation of Imports 


Ass AN ALTERNATIVE to a full-fledged 
monopoly the committee has outlined a 
scheme for regulation by the state of the 
import of motor fuel and mineral oils but 
recommends as the more advantageous 
form a monopoly, whereby the state takes 
over the whole wholesale business on lines 
similar to the present Swedish tobacco 
monopoly. In other words the new 
motor fuel monopoly should receive the 
sole right to import and manufacture. 
‘‘The state would thus be making the 
purchases abroad through its appointed 
organs and it would be with the Swedish 
state that the foreign oil companies will 
have to trade.”’ 

According to the committee, only motor 
fuel should come under the monopoly. 
Benzol would be outside as well as lubri- 
cants and similar oils. 

In the view of the committee only firms 
carrying on wholesale business in motor 
fuel should be acquired by the state, while 
firms trading in lubricants, fats, ete. would 


Tanks and rail terminal of the 
Texas Company A/B in Sweden. 


From these competitive stations a higher quality motor 


fuel than is known under state monopoly is distributed. 


remain outside. Another exception is 
made for a ‘‘purely Swedish” firm, A. 
Johnson and Company, which imports 
crude oil for making gasoline and also for 
bunkering. It is argued that this firm 
employs Swedish labor in this stage of 
gasoline manufacturing and is the only 
one in Sweden that has gained some 
experience of this kind. 

Compensation for redeeming the prop- 
erty of the importing firms, according to 
the committee, should not be based on 
the book values, on the building costs or 
the insurance figures but on a compensa- 
tion price, ‘‘estimated within reason and 
with regard to its continued usefulness in 
the motor fuel trade.’’ 

The following figures are given as re- 
sulting from an investigation of the book 
values of the various properties belonging 
to the importing firms: 


Book Value of Stock and Plant 


Kronor 
Ocean buildings and materials 9.298.755 
Depots 14.420.530 
Stock 24.707.955 


Service stations 17.090.295 


Total Kr. 














In addition to this would come com- 
pensation for buying up smaller wholesale 
enterprises and also to certain personnel, 
which would not be employed by the state 
monopoly. The committee emphasizes 
however that the figures given above are 
far from the real total amount which the 


state should have to pay out in compensa- 


tion. 

The committee thinks that in principle 
the state monopoly should not retain the 
big network of distribution it will have to 
take over when buying up the wholesale 
business. A central administration of 
distribution would meet with too many 
difficulties. Though retail trade would be 
carried on by the monopoly in exceptional 
cases, the bulk of existing service stations 
should either be sold to individuals or shut 
down when superfluous. The committee 
suggest that gasoline should be sold by the 
service stations at a maximum price as 
fixed by the monopoly. 


Criticism of the Committee’s Report 


No one can study the report of the 
commission without coming to the conclu- 
sion that the minds of the majority were 
made up before the inquiry started. The 
committee seems to have been engaged 
not in an impartial search for information 
but a selective hunt for arguments to 
justify a preconceived opinion. The 
findings show superficiality, prejudice, dis- 
regard of the experience of other coun- 
tries, failure to take Sweden’s position 
into account and a considerable bending 
of the facts to suit the fancy. A persist- 
ent desire to impose the monopolistic 
principle seems to run through the audi- 
tor’s report which forms the basis of the 
committee’s argument. Only one mem- 
ber, Dr. Erik Kempe, seems to have tried 
to take a detached view of the problem. 
His reasoned conclusions stand in clear 


contrast to the theories of the bureau- 
crats, whose bubble he pricks repeatedly 
in his dissenting opinion. 

Strictly speaking the whole scheme for a 
monopoly seems to have originated with 
the committee itself, acting outside its 
original instructions to look into the alco- 
hol problem and such bearing as the 
import situation had upon it. Although 
other nations have experienced no diffi- 
culty in solving the combined alcohol 
mixing, petroleum importing and taxation 
problem the Swedish committee seems to 
have found itself baffled at the outset and 
fell back immediately on the introduction 
ofamonopoly. Having arrived by means 
of this slender bridge at that point the 
committee proceeded to muster all the 
arguments which would serve this end. 

The committee is unable to demonstrate 
that retail prices in Sweden are high or 
that they are unresponsive to world levels. 
It therefore proceeds to look into the ques- 
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tion of the prices which the parent com- 
panies charge their Swedish subsidiaries, 
being convinced that something must be 
wrong. Investigation discloses the fact 
that these charges have been below Gulf 
prices, which govern the oil world, and the 
committee, determined to force its point, 
expresses the opinion that, even so, they 
may still be not the best obtainable. No 
evidence on this point forthcoming the 
indefatigable Lecturer at the Malmé 
Grammar School, Mr. Ask, comes for- 
ward with a final supposition that these 
prices may be above cost! 

Apparently nothing will satisfy these 
ardent champions of state monopoly un- 
less the losses begin at the moment the oil 
leaves the ground. All the world must 
work for Sweden without pay and board 
itself! 

Mr. Ask naively complains that al- 
though the oil companies had elaborate 





books kept in detail especially for statis- 
tical purposes they were unable to fill in 
the forms which he sent them. It might 
occur to a disinterested observer that the 
failure of Mr. Ask’s forms to fit might 
have been due to his lack of experience 
with the oil business. 

The theory seems to be that a state 
monopoly has only to be set up in Sweden 
and the rest of the world will be delighted 
to enjoy the privilege of serving it at or 
below the cost of production. It would 
have been easy for the committee to ascer- 
tain that the Spanish monopoly, now well 
established and enjoying a purchasing 
power considerably greater than the whole 
Swedish market, has been unable to buy 
its supplies on a basis as favorable as that 
of the Swedish distributors—although the 
quality of gasoline sold in Spain is the 
worst in Europe, much inferior to ordinary 
Swedish bensin. As to the presumed 
benefits which will flow from monopoly’s 
horn of plenty—the retail price of gasoline 
in Spain, under the monopoly is higher 
than that in Sweden, where competition 
obtains! 

Some little criticism is expended on the 
excessive facilities which the private com- 
panies operating in Sweden have pro- 
vided (at their own expense). Certainly 
there are no complaints of this sort in 
Spain where there is no competition. 
However these excess facilities in Sweden 
came into being, they are there to provide 
for the natural increase in the volume of 
business and the Swedish consumer is 
meanwhile enjoying the benefits. 

There is an effort to twist the fact that 
Sweden is a competitive market with 
prices which fluctuate normally with the 
world situation into an argument to sup- 
port the end of competition. The com- 
mittee alleges that price changes have 
been so frequent as to make it difficult for 
the industries dependent on gasoline to 
adjust themselves. The fact is of course 
that price changes in Sweden have aver- 
aged about four a year—surely not an 
unreasonable number. 

It appears that the oil companies have 
been guilty of two separate crimes. By 
unrestricted competition they have 
created unsound market conditions and at 
the same time by secret agreements among 
themselves they have stifled competition. 
As far as the committee was concerned 
there seems to have been nothing incon- 
sistent about this double charge. 

It is incorporated in the auditor’s report 
which is as full of holes as a player piano 
roll. Mr. Ask, on whom the committee 
places such reliance is the alert sleuth who 
gathered the evidence. He points out 
that the parent companies are operating 
under an agreement designed to check 
competition. In the hope of being able to 
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prove that this agreement, which he states 
was adopted in April 1931, was being used 
to mulct the Swedish public Mr. Ask art- 
fully selected the years 1929, 1931 and 
1932 as the basis of his book-keeping 
examination. He slyly points out that 
1929 was a good year for the oil com- 
panies, 1931 a bad one and 1932 the year 
in which the fruits of cooperation were 
harvested. 

His own report of the operating figures 
shows profits of Kr. 254,854 in 1929, a loss 
of Kr. 3,621,020 for 1931 and a loss of Kr. 
11,432,319 in 1932. So much for the 
fruits of cooperation! He reports inci- 
dentally that preserving the solvency of 
their Swedish subsidiaries cost the parent 
companies Kr. 35,201,260.50 for the years 
1930-1932. Strange bloodsuckers these! 

He might have added that of the sup- 
posed recipients of hidden earnings from 
Swedish operations two paid quite ordi- 
nary dividends in 1932 derived from exten- 
sive producing operations entirely outside 
of Sweden and better market conditions 
elsewhere, one made a reduced dividend 
by virtue of interests in Canada and South 
America and a fourth its smallest divi- 
dend in history, that paid entirely from 
surplus. 

The fact is that the low earnings in 
Sweden, which the committee seems to 
doubt, are due to the intensely competi- 
tive conditions in the Swedish market 
which they simultaneously deplore and 
question the existence of, that the earn- 
ings of the parent companies have been 
greatly reduced throughout the world and 
the fact that they are still able to pay 
their stockholders a modest return is due 
mostly to the provident policy in past 
years. 

To make the monopoly proposal more 
attractive the committee, supported again 
by the auditor, brings forward a wholly 
unrepresentative figure for the business 
which it is proposed to take over. Valua- 
tions are arbitrarily scaled down, facilities 
planned for the future needs of the busi- 
ness are rejected and it is proposed because 
of recent losses to disallow entirely the 
good will which the companies have built 
up through years of fair dealing with their 
patrons, by the advertising of their 
branded products and the development of 
their trade locations. 

It is not necessary to argue this point as 
presumably in event of a confiscation 
values would ultimately be fixed by the 
courts. It is sufficient to point out that 
while the committee says the figures cited 
are ‘‘far from the real total amount which 
the state should pay” it might have clari- 
fied the facts by stating that it is far below 
the required investment. 

In view of the fact that the petroleum 
importers have been cooperating faith- 


fully in marketing the domestic produc- 
tion of alcohol and have declared their 
willingness to do everything in their 
power to help in meeting this national 
need, the allegation that a monopoly is re- 
quired to solve the alcohol marketing 
problem is a very doubtful assumption. 
In the interest of their patrons—the 
motoring public—the oil companies have 
done no more than their duty in pointing 
out the obvious unfairness of asking one 
section of the community to shoulder the 
whole burden of subsidizing the potato 
farmer and paper mill operator. 

Granting that this operation is basically 
in the national interest, there should be a 
wider and more equitable distribution of 
the costs if aleohol production is to be 
greatly stimulated. Assuming that as- 
sistance to the alcohol industry is essential 
to the common welfare of the whole state, 
the only equitable manner in which this 
assistance can be rendered by the state is 
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in the form of a straightforward grant al- 
lowed for in the government budget. The 
only possible justification for government 
favoring one particular industry is the 
good that such stimulation of a single in- 
dustry can do for the entire community. 
If these benefits are sufficient to justify 
state aid such a straightforward subsidy 
in the budget is both politically and 
economically sound and should be ac- 
ceptable to the whole community. 


Weakness of the Scheme 


TuereE ARE some important practical 
objections to the particular form of 
monopoly which the committee has 
recommended. In spite of the fact that 
Sweden was the focal point of the greatest 
scandal which ever grew out of state 
monopolies the plan seems to envisage the 
appointment of a concessionaire as the 


proposed law refers not only to the state 
but to anyone to whom the state may 
grant the right. 

The theory used to justify a monopoly 
in the face of the loss at which the busi- 
ness is now being conducted is that the 
state will be able to buy its supplies 
cheaper (which the Spanish experience 
makes doubtful) and will be able to reduce 
overhead by not taking over the excess 
facilities competition is supposed to have 
created. It is well to mark the fact that 
it is proposed to exclude the retail trade 
from the monopoly though it is in the 
retail field that the greatest opportunity 
lies for reducing the excess cost of dis- 
tribution. The savings are thus made 


very problematical to say the least. 

The recommendation that the local 
Swedish importer and refiner A. Johnson 
and Company shall be left outside the 
monopoly is 
mildly. 


extraordinary to put it 


There will thus be created a 


monopoly which is not a monopoly but 
which will have alongside it a privileged 


co-concessionaire. We know of no prece- 
dent for this strange course. It is signifi- 
cant that one of the committeemen, Mr. 
Stendahl, is a director of this company. 
His brief reservation does not refer to his 
company’s unique position. 

Nowhere in the report is attention 
called to the unusual fact that this par- 
ticular monopoly is being created not for 
the interest of the state or for the benefit 
of the users of petroleum products but to 
further the interests of a privileged class 
the aleohol producers—and that no check 
has been provided against the abuse of 
this privilege. 

The committee’s report is decidedly one- 
sided since no one but Dr. Kempe seems 
to have troubled to formulate the basic 
objections to all monopolies and no effort 
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was made to get the facts about conditions 
prevailing under the Spanish monopoly. 
A few perfunctory figures, dealing with the 
Spanish monopoly and originating with 
C.A.M.P.S.A. itself are included without 
analysis in Odhe’s supplementary memo- 
randum. Allexperience goes to show that 
these monopolies start with a high first 
cost, are inevitably inefficient, sometimes 
lead to corruption and take advantage of 
their unassailable position and the ab- 
sence of a standard of comparison to 
debase their products and render inade- 
quate service. 

The retailers, happily exempt under the 
plan presented by the committee, might 
well have been informed that one of the 
first acts of the Spanish monopoly was to 
cut the retailer’s discount in two and 
demand cash on the nail with every 
delivery. 

No emphasis was placed on the fre- 
quent, we might say almost inevitable, 
association of political scandal with 
monopoly. Sweden’s tragic experience 
with Ivar Kreuger, the King of Monopo- 
lists, seems to have been forgotten though 
the committee was appointed less than a 
year after his death. It seems these 
things do happen even in enlightened 
countries and also in connection with 
petroleum monopolies as Spain’s experi- 
ence proves. 

No consideration is given to Sweden’s 
isolated position as a non-producer of 
petroleum. The committee dismisses 
this important subject with the observa- 
tion that even if the international oil mar- 
ket should be brought under a monopoly 
through closer relations between the com- 
panies ‘“‘not even then would there be 
lacking ways and means of supplying the 
needs of a state importing monopoly.” 
This may refer to Russia which has plenty 
of oil, limited distribution and no alliance 
with private companies. It is for the 
Swedish people to decide whether it is 
safe to rely solely on Russia as a source of 
supply. 

At least one member of the committee 
had the courage to point out some of the 
deficiencies of monopoly to his govern- 
ment. Dr. Erik Kempe’s memorandum 


of dissent is worth reading in full for its 
reserved expression of honest opinion: 


To the stand which the majority of the 
experts have taken in the fifth chapter of 
their award regarding the question of state 
control of imports of refined oils into the 
country I cannot attach myself. 

The experts have not wished to enter into 
viewpoints of commercial-political and 
more general nature. I wish to limit my- 
self to the same extent but cannot avoid 
stating my own stand in the following way. 

The modern western state has found it 
right and suitable to a considerable extent 
to intervene in an administrative and con- 
trolling way in the field of private enter- 
prise. In most cases there is no hesitation 
about administering even far-extended 
limitations of the freedom of trade and 
under pressure of the present economic 
crisis the Swedish state authorities have 
considered it of public interest to develop 
monopoly conditions of a temporary dur- 
ance within important lines of activity. 

The question of state monopoly of the 
imports of and the wholesale trade in re- 
fined oils is not of such a temporary nature. 
In the opinion of the experts, to which I 
attach myself, it must be judged from the 
angle that it concerns a definite arrange- 
ment for a long time to come, as is the case 
with the alcohol and tobacco monopolies. 

The most far-reaching form of State 
intervention in private economic life is the 
monopoly which involves the expropriation 
of an entire trade. Such intervention 
demands exceedingly adequate reason 
which may be considered as referring not 
only to the present but also to the future. 
It seems to me to be reasonable to empha- 
size this possibly self-evident fact and to 
lay stress upon the point that all motives 
for and against must be judged from this 
general point of view. 

I now turn to a discussion of the special 
questions which the experts in this con- 
nection have attended to. 

Firstly, as regards the question of fully 
satisfactory production and distribution fa- 
cilities for domestic motor fuel, the arrange- 
ment recommended by the experts in this 
connection in a sufficiently satisfactory 
way seems to regulate these conditions 
without combining with a state monopoly 
of the refined oil trade. The possibly 
somewhat added flexibility in the enforce- 
ment which may be gained in connection 
with a monopoly, under all conditions 
cannot be considered a sufficiently ade- 
quate reason for such intervention. 


Stockholm ocean installation of Shell 
and Jersey Standard subsidiaries. 



























However, the experts on the other hand 
by way of monopoly consider it possible 
to avoid certain faults now connected 
with the present gasoline taxation. In this 
instance I wish to state that, even after the 
establishment of a monopoly, the private 





A metropolitan service station and 
office of a Shell subsidiary in Sweden. 


consumer will have the same opportunity 
as heretofore to mix expensive, taxable 
gasoline with inexpensive, non-taxable oils. 
This could hardly be successfully avoided 
or enforced by law in case the economic 
advantage is sufficiently tempting. 

Taking a chance of coming outside of the 
actual investigation field of the experts, 
I wish, furthermore, to direct attention to 
the following fact. In my opinion the 
present gasoline tax constitutes a natural 
impost and will, in the future, become such 
to a still higher degree. Gasoline, in itself 
the most expensive refined oil, is taxed at a 
rate which at present amounts to more than 
100 percent of the wholesale price, while 
the already cheaper oil products are non- 
taxable. The price difference is raised 
to a height which constitutes a very strong 
spur to inventions with a view of replacing 
gasoline with heavier oils. The recent 
development of the motor industry also 
points in that direction. It can, therefore, 
only be a question of time when either the 
heavier oils will have to be taxed, or the 
taxation of road traffic be entirely dis- 
entangled from its connection with motor 
fuel oils. Under such conditions I cannot 
personally devote any mentionable strength 
to a motive for a refined oil monopoly 
which essentially refers to the present 
gasoline taxation and the difficulties con- 
nected with its application and enforcement. 

In Sections Nos. 4 and 5 the experts 
devote themselves to the most essential 
of the recommendations, viz., the com- 
mercial-economical viewpoints connected 
with the monopoly question. The secret 
character of the investigation material, 
together with the published summarized 
information which has been put at the 
disposal of the experts, naturally has the 
result that the motivity of the experts 
cannot be fully corroborated by figures 
and other information but must be limited 
to more or less plain assumption. When 
on several points I intend to state my di- 
versifying opinion, this also applies to 
my argumentation. 
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The companies which in Sweden represent 
the large international oil concerns for the 
last year have shown considerable losses. 
This fact seems to invite doubts as to the 
value of state control of their activities. 
How is it then possible that a Swedish state 
monopoly in this trade nevertheless seems 
tempting from a state financial point of 
view? 

Three different ways could here open 
up bright future prospects. 

Firstly, a state monopoly could turn the 
losses of several millions into profits by 
way of considerable price increases at the 
cost of the consuming public. This, 
certainly, is not the purpose of the experts. 
However, I mention the possibility since 
I consider it to be in the nature of every 
state monopoly that the development may 
lead to this far from desirable result. 

Secondly there is the possibility that the 
figures for the declared losses are mislead- 
ing. For instance, the parent companies 
may have charged much too high prices 
for the oil delivered to their Swedish sub- 
sidiaries. A Swedish monopoly, on the 
other hand, would be able to make cheaper 
purchases, among other things, by taking 
advantage of the competition in the world 
market. 

The experts feel that this alternative 
should not be neglected. It is possible 
that the assumption is correct during a 
period of economic depression such as the 
present; in all free trade during the last 
few years the purchaser has had the ad- 
vantage over the seller. However, it 
has been determined that the charges 
made by the parent companies have been 
below leading American export quotations 
for the products involved. Personally, I 
dare not harbor any definite hopes for the 
future and consequently must doubt the 
optimism shown by the experts on this 
point. 

The experts are of the opinion that there 
exists a certain support to the belief that 
the charges of the parent companies have 
been too high for the reason that several 


Texaco products are as well known in 
Sweden as in China or the United States. 








of these also for recent years have shown 
good profits. In this connection, however, 
it should be held in mind that these parent 
companies, even though they may them- 
selves carry on oil production, refining and 
distribution, yet primarily are holding 
companies in large concerns of a very com- 





Tanks and tankers on the Oresund 
supplying the Swedish market. 


plicated construction. Therefore, it may 
well be assumed that the actual result of 
these concerns during later years has been 
losses even though the holding company on 
top has been able to declare profits which 
before may have been reserved with the 
subsidiaries. Regard to stock markets 
where the shares of these concerns play 
an important part, and the demand of the 
shareholders also during poor years to 
receive dividends may very well be con- 
sidered as having caused such a situation. 

Should this assumption be correct, the 
statement made by the experts regarding 
failing tax income for the State and the 
communities in this country would lose 
its strength. In addition, it must be con- 
sidered unlikely that the parent companies 
in order to evade taxation in Sweden 
would let their subsidiaries domiciled 
in this country declare million losses. 
A result showing neither profit nor loss 
would seem more suitable for this purpose. 

Thirdly, it may be possible that a state 
monopoly at the same purchasing price 
would be able to handle the distribution 
and sale of refined oils in the country in a 
less expensive and more rational way than 
heretofore. 

No doubt, there is much truth in the 
conclusion of the experts that the retail 
trade in refined oils in Sweden at present is 
suffering from over-organization. On the 
other hand, this complaint may as well be 
applied to the distribution of goods in a 
number of other lines though the state 
authorities do not contemplate any inter- 
vention for that reason. 

The experts confess that the much too 
large capital investment made by the 
different oil companies during the period 
of their rigid competition in itself does not 
constitute a disadvantage from the view- 
point of the Swedish national economy 
inasmuch as the plants have been financed 
by foreign capital. However, the experts 
hold forth that the oil companies in times of 
cooperation would not fail to have the 
Swedish consumers in the end pay for these 
“‘war costs” of the companies in the form 
of increased oil prices. Personally, I 
maintain that the mere existence of the 
present report and attached laws will take 
away all desire of the oil companies to quote 


too high prices. They now are aware of 
the fact that the attention of the govern 
ment is directed to their price policy and 
that each abuse of their power may lead 
to fatal consequences. 

Although much more could be said on 
this and other points, based on my aforesaid 
general attitude toward the matter, I only 
wish to summarize my standpoint as fol- 
lows. 

The statements and conclusions of the 
experts in several instances arouse strong 
doubts. Even though the reasons given 
for a monopoly may not be denied to pos- 
sess certain merits, their strength is not 
sufficient. Considering all information ob- 
tained during the course of the investigation 
of the limited field covered by the present 
award, I maintain that the experts should 
have advised against a state monopoly 
of the imports of and trade in refined oils. 

However, the investigation has its value. 
For the oil companies, it should constitute 
a warning not to burden the Swedish con- 
sumers with high prices. Should tenden- 
cies of this kind appear, this would con- 
stitute sufficient reason for a _ future 
reconsideration of the question. 

If, at such time and after commercial, 
political and general viewpoints have been 
carefully investigated, a state monopoly 
should be found necessary, as far as I am 
concerned I support the proposal of the 
experts in the preparation of which I have 
taken part regarding the form of such a 
monopoly. 


What the Committee Did Not Say 


Tere are some sound reasons why 
Sweden should think twice before con- 
demning its present system and sub- 
stituting a state monopoly but the reader 
will search in vain for them through the 
Wohlin committee’s report. We _ sug- 
gest that these reasons, thoughtfully ex- 
amined, fully warrant the rejection of the 
committee proposals. 

It is significant that the only nations 
which have felt the urge toward monopoly 
are those which have no domestic pro- 
duction and consequently no first hand 
knowledge of the petroleum industry. 
They appear to lack the capacity to judge 
the industry's performance in a fair prac- 
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tical manner because they are not in a 
position to understand its problems and 
limitations. Offhand the important pro- 
ducing countries would seem to have the 
most to gain from a national standpoint 
through arrogating this business to the 
state. There must be reasons why these 
powers conclude the industry requires 
the stimulus of private exploitation. 

Those nations who consume petroleum 
products but do not produce them would 
do well to bear in mind that gasoline 
is no longer a luxury. It is not, like 
tobacco or whiskey, something which the 
state can farm out to a monopoly as the 
simplest means of collecting the excise 
tax which articles of luxury properly bear. 

Gasoline is a necessity of modern life. 
It is indispensable to Sweden as it is to 
every other civilized, motorized nation. 
The automobile made its appearance as 
a rich man’s toy but it has long ceased to 
be only a plaything. Mass production 
has brought the cost of the motor car 
within the means of millions and the 
efficient production of the petroleum 
industry has brought the operating cost 
down to the lowest known figure. The 
development of good roads, of which 
Sweden has some 62,000 kilometers, has 
made the most inaccessible hamlets open 
to motor transport. The few cars which 
the rich used for pleasure purposes have 
been overwhelmed by thousands of cheap 
practical vehicles used for personal, 
professional and business purposes by 
thousands of owners in all walks of life. 
Today the poor man rides to work in one 
motor omnibus, takes his vacation in 
another and the thousand and one needs 
of his daily life are transported in motor 
vehicles, because this is under many 
conditions the cheapest and most ex- 
pedient means at our command. 

Gasoline—the motive power behind this 
traffic—is not a luxury for the state’s 
exploitation or a vehicle for unlimited 
taxation to divert to subsidies. It has 
a proper place in providing a just share 
of the national income for all purposes 
germane to its function in the state. It 
cannot be perverted without grave conse- 
quences to the national life. 

Sweden needs gasoline but Sweden has 
no gasoline. No selfish alien force with- 
holds it. Providence has not distributed 
petroleum equally to the nations of the 
world. It occurs only in favored lo- 
calities and these are often remote from 
civilization. It is the business of the 
petroleum industry to equalize the dis- 
tribution. 

The oil business as it exists in Sweden, 
or for that matter in any other non- 
producing country, is not a complete 
self-contained industry which by legis- 
lative act can be made completely sub- 


servient to the national will. The world 
produces 1,200,000,000 bbl. of oil a year. 
Sweden produces none and takes less 
than one percent of the world’s produc- 
tion but that one percent is vital to the 
efficient functioning of modern Sweden. 

Sweden may clap a nationalist faucet 
on the receiving end of the international 
line which brings in its supplies but 
Sweden cannot nationalize even a frag- 
ment of the great producing, refining and 
distributing organization which serves 
Sweden in the outside world. Swedes, 
for all their great national talent and 
industry, cannot create an oil monopoly 
with nothing but an outlet. Sweden 
already has as complete control of that 
outlet as any monopoly can _ provide. 
Make the outlet 100 percent Swedish 
if you will, but the oil which comes 
through the pipe will still be foreign 
oil coming from the Caribbean, the Black 
Sea, Persia or elsewhere and the Ameri- 
cans, the Russians, the British and the 
Dutch will have to go on producing it. 
How can Sweden create a monopoly 
which will dispense with their services? 

If Sweden is to utilize the forces latent 
in petroleum other nations must cooper- 
ate in keeping open a far-flung line of 
communication. A monopoly cannot ex- 
ist without this line. A monopoly cannot 
cut the line, but it can interrupt a smooth 
functioning relationship which we assert 
has operated completely to the advantage 
of the Swedish people. 

Behind the small distributing organiza- 
tions which Mr. Ask assails so unfairly, 
stand some of the largest, and we might 
add most universally respected, commer- 
cial organizations in the world. They 
have never injured or exploited the Swed- 
ish consumer—and never will—monopoly 
or no monopoly. 

It is the fashion of those riding the 
crest of the present wave of intense 
nationalism to decry all international 
relationships. Whatever internationalism 
may be in politics, it is a normal whole- 
some influence in the world of business. 
The international oil companies are not 
alien parasites. When they collect oil 
where it occurs in excess of the local 
needs, and distribute it to areas in which 
it does not exist, they perform a normal, 
useful and indispensable function. 

Without fear of contradiction we de- 
clare that these organizations have served 
Sweden and served it well. Their geolo- 
gists ransack the earth, their drillers pene- 
trate it to a depth of 3,000 meters, in 
order that the supply may never fail—. 
A lake of oil which would float the navies 
of the world lies in storage as a guarantee 
against a shortage. Great processing 
units have been erected to prepare this 
oil for use, technical organizations labor 





unceasingly to improve the quality. A 
fleet of tankships comparable in tonnage 
to the Swedish merchant marine has 
been created to distribute it efficiently 
in peace and war. These reserves and 
these facilities are a tangible pledge 
behind the service being rendered in 
Sweden. 

We repeat that these organizations 
deserve fair treatment and consideration 
at the hands.of Sweden. Not a scintilla 
of evidence has been produced by the 
investigating committee to show that the 
Swedish market has been plundered or 
the Swedish consumer selfishly exploited. 

What justification is offered for the 
isolation of the Swedish market from 
this practical highly developed system of 
production, processing and distribution? 
The opinion, the theory, the hope— 
without any substantiation whatever, 
that the concentration of Swedish pur- 
chases in one hand—that of the govern- 
ment—would enable the country to dic- 
tate its own terms to the oil companies. 





Karlstad depot of Jersey Standard, Anglo- 
Persian and Shell. 


Without in the least desiring to mini- 
mize the important and creditable part 
which Sweden plays in the galaxy of na- 
tions, may we point out that there are 
several companies now serving the Swed- 
ish market each of which has a pur- 
chasing power considerably in excess of 
Sweden’s, total petroleum needs? The 
Spanish petroleum monopoly, entering 
the market for 750,000 tons, almost 
double Sweden’s 1932 purchases, has con- 
sistently paid more for its supplies than 
the companies have been charging their 
Swedish subsidiaries. Far from having 
taken advantage of their Swedish affili- 
ates, the companies have been scrupu- 
lously fair. All the evidence gathered 
by the investigating committee shows 
that the Swedish consumer has enjoyed 
to the full all the advantages of a free 
open market and the lowest competitive 
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A link 


prices, lower in fact than those charged 
by the Spanish monopoly which has less 
expensive climatic conditions, pays lower 
wages and grants a smaller discount to the 
retail trade. Perhaps some overhead 
could be saved by ending competition 
but the end of competition in selling is 
the end of competition in quality and 
service, as Spanish consumers have found 
to their sorrow. There is some redress 
against an inefficient private distributor 
none against a monopoly. 

If the interests of the fise are to be para- 
mount it is well to remember that the 
Swedish government is already deriving 
as much revenue per ton of gasoline sold, 
from simple taxation, as the Spanish 
government from its monopoly, and the 
Swedish government can increase this 
revenue at will up to the point of dimin- 
ishing return by taxation. Moreover, 
there is no abuse to which the oil trade 
is open, which cannot be corrected by 
intelligent regulation. 

Sweden has enjoyed the benefits of 








in the efficient distributing system 
built up in Sweden. 


competition and the cost has fallen on the 
distributors as their books show. How 
can this business be purchased by the 
state and operated at a profit? Only by 
increasing the Swedish price level. 

If the alcohol question is the main con- 
sideration there is no service which a 
monopoly can perform which the private 
distributors cannot perform equally well 
unless it is to force on the public a fuel 
totally unsuited to modern internal com- 
bustion engines if it is the will of the 
government that the automobile operators 
must subsidize the alcohol distilleries. 
The true incentive to the establishment 
of a Swedish monopoly appears to be in 
the political implications of a subsidy 
for the alcohol industry which makes the 
outlook for motor fuel consumers poor 
if the movement for a monopoly suc- 
ceeds. 
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If the case for a monopoly in Sweden 
is so weak in the present demoralized 
market, where the buyer has all the ad- 
vantage, what will it be when another 
periodic shortage occurs? Flush produc- 
tion has ceased before and may cease 
again. Indeed all the history of the 
industry goes to prove that consumption 
inevitably overtakes production. Failure 
to give proper weight to this consideration 
is one of the most serious charges that 
can be brought against the investigating 
commission. 

Can it be suggested that in this likely 
eventuality the position of a big single 
buyer with no oil fields of his own will still 
be advantageous? It is altogether prob- 
able that, should such a period occur, the 
patrons of monopoly will pay and pay 
dearly, not because of any desire to take 
advantage of them but because of the 
complete absence of any incentive on the 
part of the oil companies to supply 
markets to which their branded goods 
do not penetrate and where they do not 
participate in the responsibilities or profits 
of distribution. 

We suggest that the vast reserves of 
the private companies, their great un- 
explored holdings, their millions of acres 
of proven oil territory and their tank 
farms filled with oil, are the best guarantee 
to the Swedish buyer that his needs will 
be met under all conditions. 

An oil monopoly for Sweden, or any 
other non-producing country is at best 
a gamble, a speculation on the market, a 


guess that the present uncontrolled over- 
production will continue indefinitely. 

Whether Mr. Ask credits it or not the 
oil companies have good will. It lies 
in the confidence of millions of consumers, 
who have been safeguarded through times 
of under-production and who have en- 
joyed to the full the benefits of over- 
production. Can you destroy the direct 
contact of this industry with its own 
customers, confiscate its properties, de- 
stroy its good will and expect it to con- 
tinue devoting its energies and resources 
to anticipating the future needs of the 
markets from which it has been expelled? 
We doubt it. 

What does Sweden stand to gain from 
this step which will compensate her for 
the severance of these friendly commercial 
relationships, the alienation of this in- 
dustry and the export of its honorably 
invested capital? The investigating com- 
mittee filled three hundred closely printed 
pages without answering this question. 

The burden, whatever it may be, will 
not fall on the international oil companies. 
If driven out, they can continue to sell in 
this market when it is to their advantage 
to do so If their properties are con- 
fiscated they will have to be paid for, if 
their Swedish losses are a criterion they 
should have no difficulty in investing this 
repatriated capital to better advantage 
elsewhere. The real burden will fall not 
on them but upon the Swedish motorists, 
the Swedes who utilize motor transport 
and upon the Swedish economy generally. 


Proposed Law Instituting a State 
Monopoly for Wholesale Trade 


in Petroleum 


It is decreed as follows: 

§ 1. Fuel oils in accordance with this law 
shall comprise petroleum (crude oil), shale oil 
and such products produced thereof as are 
liquid at+20 deg. celsius, such as gasoline, 
kerosene (“illuminating oil’’ and “burning 
oil’’) and heavier fuel oils, and also similar 
products produced from other raw materials. 

This law does not apply to transformer oils 
or lubricating oils. The King is entitled to 
stipulate that other oil products shall be 
exempted from the application of this law. 


§ 2. The trade in fuel oils is divided into 
wholesale trade and retail trade. 

The wholesale trade comprises the trade 
with retailers for their business and also the 
sale for exportation. All other trade is retail 
trade. 


§3. The exclusive right (monopoly) of 
trading in fuel oils by wholesale belongs to 
The State, excepting those cases mentioned 
in § 4, 

The State or anyone to whom the State 


grants rights to administer the right of the 
monopoly is hereinafter in this law called the 
administrator of the monopoly. 


§ 4. Anyone intending to manufacture fuel 
oils within this country shall give notice 
thereof to the Control Office at least fifteen 
days before such manufacture may begin. 

The manufacturer is entitled to have the 
disposal of fuel oils manufactured by him, for 
the following purposes only: 

a) For sale to the administrator of the 
monopoly; 

b) For exportation; 

c) Under the arrangements and conditions 
stipulated by the King, for the propulsion 
(bunkering) and other equipment of ships; 

d) In the manufacturer’s own business for 
the machines used for the manufacture or 
otherwise for industrial operation. 

The Control Office, at the expense of the 
administrator of the monopoly, effects the 
control necessary to prevent the use of oils 
manufactured for other purposes than those 
stated above. 
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§ 5. If a manufacturer, as mentioned in § 4, 
desires to sell fuel oils to the administrator 
of the monopoly but no contract of sale can 
be agreed upon voluntarily, the administrator 
of the monopoly shall have to buy the fuel oils 
at the price and on the other conditions which 
are stipulated by a price board especially 
appointed for that purpose. 

Said price board consists of seven members, 
of which two are appointed by each party 
while the remaining three members, among 
them the president, and their substitutes shall 
be appointed by the King. The costs of 
procedure of said board are to be paid half 
by each party. 


§ 6. Fuel oils may be imported into this 
country on behalf of the administrator of the 
monopoly only. 

Exempt under this article are: 

a) a manufacturer, as stated in § 4, may 
import crude oil necessary for his operations. 

b) fuel oils for the propulsion (bunkering) 
or other equipment of ships may be imported 
under the arrangements and conditions stipu- 
lated by the King. 

c) fuel oils carried by vehicles for their 
propulsion or other equipment may be im- 
ported; for ships in such a quantity only as 
the customs authorities consider not to exceed 
their needs during the voyage. 

d) fuel oils may be imported in the frontier 
traffic proper or under such circumstances that 
they are free from customs duty in conformity 
with § 5b of the customs tariff law. 


$7. The retail trade is free but the admin- 
istrator of the monopoly is entitled to fix the 
maximum price of all classes of fuel oils in the 
retail trade and also other stipulations relating 
to the trade in such oils. 

The administrator of the monopoly supplies, 
in a suitable manner, fuel oils for the retail 
trade. 


§ 8. If anyone manufactures fuel oils with- 
out giving such notice as is prescribed in § 4, 

or if anyone having given such notice does 
not follow the directions given by the Control 
Office in respect of the control of such manu- 
facture, 

he is liable to fines calculated in proportion 
to his income (progressive fines). 


$9. If anyone having manufactured fuel 


Gothenburg depot on the Gota river in Sweden. 


From left 


to right: Anglo-Persian, Shell, tanker 


basin and The Texas Company A/B in the foreground 
with Shell and Jersey Standard in back. 


oils within this country, disposes of the goods 
manufactured, for other purposes than those 
mentioned in § 4, second clause, he is liable to 
fines calculated in proportion to his income 
(progressive fines) or to six months’ imprison- 
ment. 


$10. If anyone imports or tries to import 
to this country, without declaration for cus- 
toms examination, any goods indicated in this 
law and free from customs duty, he is liable 
to fines calculated in proportion to his income 
(progressive fines), and the goods together 
with the packing or vessel therefor shall be 
confiscated. 

The prescriptions in force concerning illicit 
importation of dutiable goods shall be ap- 
plicable to the prosecution of the illegal acts 
stated in the first clause (of this section), to 
the confiscation of forfeited goods, to the 
proceeding with confiscated goods and to 
penalty for acts contrary to confiscating 
procedures (embezzlements of goods). 


§ 11. Acts contrary to this law, as indicated 
in § 8 or § 9, shall be prosecuted by the public 
prosecutor at the public courts. 


§ 12. Fines imposed in compliance with this 
law and the amounts received at the sale of con- 
fiscated goods and sums paid to avoid such con- 
fiscation gotothe Crown. Indefault of payment 
of fines, penalty of imprisonment shall be in- 
flicted in compliance with the penal law. 


§ 13. Goods arriving in this country which 
may not be imported in compliance with this 
law may be re-exported by the owner provided 
that the goods are not illegally imported, as 
indicated in §10 of this law or in the law 
relating to penalty for illegal importation. If 
the goods are not re-exported, the King directs 
how to proceed therewith. 


$14. The King is entitled to give detailed 
directions necessary for the application of this 
law. 


Proposed Law Regulating Introduction of a State Monopoly 


For Wholesale Trade in Petroleum 


It is decreed as follows: 

$1. At the introduction of the State 
monopoly in the wholesale trade in fuel oils the 
State has to give compensation and to pay 
relief and to take over liabilities in conformity 
with this law. 


§ 2. A wholesale merchant in fuel oils in 
conformity with this law is anyone trading 
therein, when the monopoly comes into force, 
for his living within this country, not in con- 
nection with any manufacture of gasoline or 
other fuel oils. 


$3. Any wholesale merchant in fuel oils is 
entitled to claim that the State shall buy 
from him his: 

1) tanks, gasoline pumps and other plant 
for the storing and distribution of fuel oils, 
whether they are to be considered as real 
estate or movables, and also tank cars, tank 
automobiles and other movable effects, exclu- 
sively or essentially adapted for the storing 
or the transportation of fuel oils; provided 
that said plants and effects are in the possession 
of the wholesale merchant when the monopoly 
comes into force and that it can be proved 





that they have been regularly used in his 
business since the .. . 

2) his stores of fuel oils, lubricating oils, 
transmission and compounded greases and 
other similar goods which are regularly sold 
in connection with the trade in fuel oils, 
provided that they are within this country (at 
free disposition or stored in customs stores) 
and that they are of good quality. 

The price to be paid for any property in 
compliance with this section is to be determined 
with regard to the reasonable value of the 
property while considering its serviceableness 
for continued use in the trade in fuel oils. In 
estimating stores of goods the cost price shall 
be decisive and no regard shall be paid to more 
or less temporary fluctuations of the price. 

If a wholesale merchant is dissatisfied with 
the price fixed for buying foreign (imported) 
goods for which customs duty was paid he is 
entitled to have such duty refunded, if he 
re-exports said goods under the control of the 
customs authorities. Stores of imported goods 
in the possession of a wholesale merchant which 
the State is not obliged to buy, as stated 
above, and which are not assigned to the 
administrator of the monopoly by voluntary 
agreement, may be re-exported and the owner 
is entitled to get the customs duty refunded. 


§ 4. If movable effects belonging to any 
wholesale merchant but not bought by the 
State in compliance with § 3, may be assumed 
to have a teduced value because the wholesale 
merchant’s business ceases to exist said whole- 
sale merchant is entitled to claim compensation 
for the reduction in the value. Such com- 
pensation for reduction in value, in conformity 
with this section is only given if the effects are 
not real estate, as defined by the proper laws 
and if they are in the possession of the whole- 
sale merchant when the monopoly comes into 
force and if it can be proved that they have 
been regularly used in his business since the . 

The maximum sum to be paid for such com- 
pensation is the difference between the reason- 
able value of the property and the price 
estimated to be had for the property if it should 
be sold under normal conditions. 


WORLD PETROLEUM 














> 

















ae ae 





At the sign of the Shell in Sweden; a glass 
service station supplying motor fuel to a 
variety of customers. 


If by voluntary agreement with the owner 
the administrator of the monopoly acquires 
effects referred to in this section said owner’s 
right to compensation is forfeited. 


§ 5. If any real estate belonging to a whole- 
sale merchant has any plant of the type stated 
in § 3 erected thereon and it may be assumed 
that its value will be reduced because the 
wholesale merchant’s business ceases to exist 
said wholesale merchant is entitled to claim 
compensation for such reduction of value. 

The maximum sum to be paid for such 
compensation is the difference between the 
reasonable value of the real estate or that part 
of the estate on which the plant is erected, and 
the market price of the estate or said part 
thereof when the business has ceased to exist. 
In estimating the value such effects shall be 
taken into consideration as are to be counted 
as real estate in compliance with the proper 
laws, excepting such effects as were bought in 
conformity to § 3 of this law. 

If by voluntary agreement with the owner 
the administrator of the monopoly acquires 
real estate referred to in this section said 
owner’s right to compensation is forfeited. 


§ 6. If any wholesale merchant in fuel oils 
has for his business rented localities or made 
agreement relating to a right to use any 
property the State has to undertake his duties 
and liabilities thus agreed upon if such agree- 
ment was made or renewed before the .. . 
and is valid when the monopoly comes into 
force. 


§ 7. Personal compensation shall be paid to 
anyone having a permanent occupation in the 
business of a wholesale merchant at the time 
when this monopoly comes into force. 

The following conditions apply to such 
compensation: 

a) the person claiming compensation shall 
be a Swedish citizen when the monopoly comes 
into force 

b) the person claiming compensation shall 
be at least 25 years of age when the monopoly 
comes into force 

c) the person’s income as earned by work 
during the four calendar years passed directly 
preceding the date when the monopoly comes 
into force shall exclusively or substantially 
be derived from such occupation as is stated 
in the first clause (of this section); and 

d) the person claiming compensation has 
not got and has not been offered to get a fairly 
equal occupation in the business of the admin- 
istrator of the monopoly; but anyone having 
got an occupation in the business of the 
administrator of the monopoly shall be entitled 
to claim the whole sum of compensation, fixed 
in compliance with the stipulations below, 
if he is dismissed from such occupation within 
two years from the time when the monopoly 
came into force, by no fault of his, and he is 
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entitled to claim three fourths of said sum if he 
is, by no fault of his, dismissed from such 
occupation within five years from the time 
just mentioned. 

To fix the sum of compensation the average 
value (average annual income) of the duly 
documented income earned during the two 
calendar years directly preceding the effective 
date of the monopoly is calculated, but no 
regard is to be paid to such increase in salary 
as came into force after the year... if 
good reasons for such increase are not found 
to exist. As compensation a sum shall be 
paid corresponding to one half of the average 
annual income for the time of employment 
which comprises the four calendar years 
directly preceding the effective date of the 
monopoly. For each full previous year of 
employment the compensation is increased 
by one fifth of the average annual income 
but only if each such year of employment 
corresponds to two years of age after the 
completed 25th year. In no cases shall the 
compensation exceed a sum being four times 
the average annual income, and the maximum 
amount is 100.000 Crowns. 


If found proper the compensation mentioned 
in this section increased by ten percent may be 
paid to him as life annuity and not imme- 
diately. 


$8. If anyone was dismissed from his 
occupation in the business of a wholesale 
merchant in fuel oils because the monopoly 
came into force, but he is not entitled to claim 
compensation in conformity with § 7 a reason- 
able relief, either as a life annuity or in one 
sum, may be awarded to him if it may be 
assumed that he cannot earn his living on 
account of said dismissal. 

Anyone who may be assumed to have 
difficulties in earning his living on account of 
his age, infirmity, physical defect or other 
circumstances may receive such relief as is 
mentioned in the first clause (of this section 
even though he receives compensation in 
compliance with § 7. 


§9. A board having the members and the 
competence stated below has to decide all 
questions relating to the fixation of prices to 
be paid, of sums of compensation and relief in 
compliance with this law, and relating to 
such undertaking of duties as is stated in § 6. 

The board shall have six members. Three 
permanent members and their substitutes are 
constituted by the King. The remaining 
three members are, for the particular question 
of compensation, appointed by the wholesale 
merchant whose business is considered. Any 
member of the board may be challenged (ex- 
cluded) as prescribed by the law relating to 
arbitrators and arbitration. 

One of the permanent members is appointed 
president by the King and another of them 
his substitute. If different opinions prevail 
within the board and an equal number of 
members are on both sides the president 
decides the result. 

No appeal against the decision of the board 
is allowed. 


$10. The right of the Crown is attended to 
before the board by a delegate constituted by 
the King. Any private person is entitled to 
attend to his right before the board either 
personally or by a representative (attorney) 
when his claims are considered. 

Anyone claiming obligatory purchase of 
property or compensation in compliance with 
this law shall upon request furnish the board 


with all documents and information necessary, 
and, if necessary, he shall appear before the 
board for hearing. If several persons have 
the management of any business referred to 
in this law each of them has the duties just 
stated. 

The State shall pay the costs of procedure 
for the board. 


§11. Anyone claiming obligatory purchase 
of property or compensation or relief in con- 
formity with this law or claiming the under- 
taking of duties as stated in § 6, has to lodge a 
written notice thereof with the president of the 
board within one month after the effective 
date of the monopoly, using forms sanctioned 
by the King, on the risk that his claims other- 
wise may be declared forfeited. 

This prescription also applies to anyone 
desiring to defend his right, as stipulated by 
$7, second clause d), to claim compensation 
for dismissal in the future in certain cases; and 
when such notice is given the board shall fix 
the sum of full compensation also in such cases. 

Unhindered by the prescriptions above 
anyone having filed claims for compensation 
in conformity with § 7 may, within one month 
after he received the decision of the board in 
respect of his claims, lodge an application for 
relief in compliance with § 8. 

Any wholesale merchant claiming obligatory 
purchase or compensation shall, on the risk 
stated above and provided that the president 
of the board does not grant a delay, simul- 
taneously with his notice lodge his books for 
the years of business between the . . . and 
the ...of the year before the monopoly 
came into force, and also a duly completed 
balance for the period thereafter passed before 
the monopoly came into force, so specified that 
the correctness of the books may be controlled 
at a future examination. 


$12. The sums fixed by the board for 
obligatory purchase and compensation shall 
be paid together with an interest of five per 
cent and such interest is calculated from the 
day on which the monopoly came into force, 
to the day of payment and paid by the State; 
but for sums of compensation in compliance 
with §7, second clause d), the interest is 
calculated from the day on which the person 
was dismissed from his occupation in the 
business of the administrator of the monopoly. 


$13. The King is entitled to give detailed 
directions necessary for the application of 
this law. 

This law comes into force on the day fixed 
by the King. 


(Otto Ask Report follows) 


Texaco servicing in Sweden with all the modern 


accessories that are sought in’ vain in Spain. 











Otto Ask Report of Examination 


I. THE UNDERSIGNED, Otto Ask, who has 
been appointed by his Majesty, the King, 
chairman of the committee to examine pe- 
troleum companies listed below, by virtue of 
the act of June 18, 1925, hereby beg to sub- 
mit respectfully the following report on the 
examination. 


The examination covered the following com- 
panies: 
STANDARD GROUP 
Krooks Petroleum & Olje Aktiebolag, 
Stockholm 
Rederiaktiebolaget Hoggarn, Stockholm 
Sydsvenska Petroleum Aktiebolaget, 
Malmo 
Skanska Petroleum Aktiebolaget, Hels- 
ingborg 
Vestkustens Petroleum  Aktiebolag, 
Gothenburg 
Ostkustens Petroleum Aktiebolag, Kal- 
mar 


B. P. GRouP 
Svenska Bensin & Petroleum A/B BP, 
Stockholm 
A/B Bensin & Oljekompaniet, Helsing- 
borg 
TEXACO 
The Texas Company Aktiebolag, Stock- 
holm 
SHELL GROUP 
Svensk-Engelska 
Stockholm 
Rederiaktiebolaget Semo, Stockholm 
RUSSIANS 
Aktiebolaget Naftasyndikat, Stockholm 
A. JOHNSON & Co. 
A/B Nynas Petroleum 


Mineralolje A/B, 


A report on the financial position of the 
companies, their business results and the 
membership of their board of directors is con- 
tained in a supplementry memorandum. 

As a rule foreigners have a seat on the board 
of directors as representatives of the foreign 
companies. In certain of the companies these 
representatives are Danish subjects domiciled 
at Copenhagen. 

During my examination the petroleum com- 
panies have been requested to make state- 
ments covering years 1929, 1931 and 1932, 
with the exception of the A/B Naftasyndikat 
which has furnished statements for the years 
1930 and 1932 and A/B Bensin & Oljekompan- 
iet which has furnished statements covering the 
years 1929 and 1931. After 1931 the latter 
company was consolidated with the Svenska 
Bensin & Petroleum A/B. 

The reason for selecting these years as the 
object of examination is that the business year 
1929 is known to have been a remunerative 
year for petroleum companies whereas the year 
1931, as a result of intercompany price fights 
has been less remunerative and 1932 was the 
year during which cooperation between the 
companies began to show its effect. 

Based on the information rendered by the 
different companies the following summary of 
the competitive situation in the domestic oil 
market can be made. 

During the autumn of 1930 negotiations 
were taken up with the leading oil companies 
in the Swedish market with the exception of 
the A/B Naftasyndikat and the firm of A. 
Johnson & Company with a view to establish- 
ing a certain degree of cooperation. 

After extensive negotiations the companies 
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in question agreed in April, 1931, upon certain 
‘living rules,”’ that is, the fundamentals which 
should govern cooperation between the com- 
panies. These rules are contained partly in a 
main agreement, partly in a special agreement 
given in two documents; a so-called ‘‘selling 
agreement” and a so-called ‘“‘ community agree- 
ment.”’ According to the main agreement, 
the parties inter alia agreed: 

Carefully to maintain the price and selling 
conditions fixed by the parties periodically for 
the sale of naphtha, refined oil and gas oil 
(petroleum products). 

To arrange mutually a proper apportion- 
ment of the market for these products. 

To cooperate in an effort to reduce selling, 
distribution and organization expenses. 

The “selling agreement” contains stipula- 
tions regarding selling conditions; the ‘‘com- 
munity agreement” contains stipulations 
regarding the apportionment, conservation, 
increase and rationalization of the market. 

According to information received these 
agreements have not been signed by the repre- 
sentatives of the Swedish companies. It 
seems, however, that the conditions set forth 
have in general been maintained although now 
and then alterations in conditions have been 
made through separate agreements and dif- 
ferences of opinion have affected the functions 
of the agreements. 

On May 3, 1932 representatives of the 
Standard group, the Texas group, the Shell 
group and the B.P. group signed an agreement 
according to which full cooperation should 
prevail in future among those companies in an 
effort to establish better conditions in the 
Swedish oil market. This agreement also 
stipulates certain common rebates and co- 
operation in the question of establishing new 
service stations. 

Since then agreements have been made at 
several meetings among the representatives of 
the above four groups aiming at regulation of 
selling conditions. 

While by this means a certain amount of 
cooperation has been obtained between the 
aforementioned companies, an important price 
fight was being carried on between them and 
the A/B Naftasyndikat which resulted, ac- 
cording to information received, in reducing 
prices to an unremunerative level for all com- 
panies. In order to remedy this situation 
negotiations were entered into with the latter 
company (A/B Naftasyndikat) during the 
autumn of 1932. These negotiations seem to 
have resulted in a certain amount of coopera- 
tion between the A/B Naftasyndikat which has 
exhibited copies of the agreement between 
itself and the other leading companies. The 
Naftasyndikat has, without signing any agree- 
ment, adapted its selling conditions to those 
agreed upon by the other companies. Because 
of this cooperation it has been possible to ad- 
vance benzine prices. Retail prices have also 
to some extent been stabilized although the 
A/B Naftasyndikat continued in certain 
cases to grant somewhat higher rebates than 
those agreed upon between the other four 
companies. 

An agreement under date of January 16, 
1931 governing the sale of asphalt, benzine, 
refined oil and gas oil was entered into by A. 
Johnson & Company, Krooks Petroleum & 
Olje Aktiebolag and Svensk-Engelska Mineral- 
olje Aktiebolaget. This agreement remains 
in force until December 31, 1933, after which 
it is automatically renewed for one year if none 


of the participants give notice of termination. 

In regard to the examination and discussion 
of the blank form on which the companies un- 
der examination have been asked to report to 
the committee, I beg to refer to supplementry 
memoranda. 

Of the companies mentioned above the firm 
of A. Johnson & Company and its distributing 
subsidiary, A/B Nynas Petroleum occupies a 
unique position in that it is not controlled by 
any foreign parent company. As a result of 
its position this company manufactures its 
products from imported crude oil whereas the 
other companies referred to above are almost 
exclusively distributing companies. The other 
companies are each or in groups affiliates of 
foreign companies. Krooks Petroleum and 
Olje Aktiebolag, Sydsvenska Petroleum Ak- 
tiebolaget, Skanska Petroleum Aktiebolaget, 
Vestkustens Petroleum Aktiebolaget and Osz- 
kustens Petroleum Aktiebolag are controll$d 
directly by the Standard Oil Company of New 
Jersey in the United States; Svenska Bensin & 
Petroleum A/B and A/B Bensin and Oljekom- 
paniet are controlled by the Anglo-Persian Gil 
Company Ltd., London; The Texas Company 
Aktiebolag by The Texas Corporation in New 
York; Svensk-Engelska Mineralolje A/B Ey 
the Shell group and A/B Naftasyndikat by 
Soyouzneft in Moscow. 

The parent companies have organized 
Swedish distributing companies and deliver to 
them supplies and finance them to the extent 
necessary; considerable amounts of capital 
stock, credits or cash support have been given 
to the affiliated companies. However, it 
should be taken into consideration regarding 
the capital stock of these companies that this 
has partly been created through the emission 
of freeshares. It seems as if the affiliated com- 
panies in most cases up to 1929 have been able 
to pay dividends and interest on capital stock 
and debts; after this date the affiliated com- 
panies have been unable to pay dividends ar¥ 
interest and in fact have been unable to fulfill 
their obligations except to a very limited 
extent. Their debts to the parent companies 
have increased and the financial results of the 
affiliated companies have been unsatisfactory. 
As a consequence of this condition reorganize. 
tions have had to be made in one form or ar-- 
other. Generally such reorganization or re- 
construction has been effected by remission of 
debt, by granting rebates or through increase of 
capital stock; in some cases even by a combina- 
tion of several of these alternatives. 

An examination of the accounts to determine 
the relation between parent companies and 
their affiliated companies—as expressed in the 
accounts—has been carefully made and the 
amounts debited and credited to the accounts 
of the parent companies have been carefully 
checked in order to determine whether sub- 
sequent debts for goods, interest, administra- 
tion costs with the parent companies or the 
like have keen made in order to transfer part of 
the affiliated companies profits to their parent 
companies. As far as I have been able to judge 
such bookkeeping manipulations have not been 
made for this purpose. 

In regard to the prices charged the affiliated 
companies by their parent companies for goods 
delivered, I have concluded, based on the in- 
formation placed before me regarding Gulf 
quotations, that the prices charged are below 
the lowest Gulf quotation. 

In my opinion, however, this does not imply 
that the prices charged have not been exces- 
sive. It is worthy of consideration that the 
prices at which goods can be obtained often 
varies considerably from official quotations 
and this is especially the case during a period 






































of keen competition. In regard to the above 
mentioned Gulf quotations I beg to advise that 
I am under the impression that they are not 
the prices at which the parent companies—in 
consideration of their cost of production— 
ought to be able to sell to their affiliated com- 
panies; but I feel that the sales ought to take 
place at lower prices. 

The operations of the affiliated companies 
constitute only,one branch of the activities of 
the parent companies. I have not been in a 
position to make any detailed examination of 
the profits made by the parent companies dur- 
ing the past few years but I have ascertained 
that in certain cases parent companies have 
shown considerable profits while their affiliated 
companies in this country have shown losses. 
In view of the common interest linking the 
parent company to its affiliated company, the 
latter should also benefit from any profit 
derived from their mutual operations, at least 
from the standpoint of taxation. When the 
parent company alone shows a profit taxation 
is eliminated or reduced in the country in 
which the affiliated company operates. 

The various companies have commenced 
operations in this country at different dates; 
some of the companies were established many 
years back and seem to have been formed, at 
least partially, by amalgamations; others are 
new companies formed during the last five 
years. It appears that the former companies 
have endeavored to exclude the newer com- 
panies while the latter have endeavored to 
acquire a share of this market regardless of 
expense. Therefore, a very keen competition 
has arisen with important price reductions and 
extra rebates. In addition, the companies 
have attempted to increase their sales by ex- 
panding their organizations and erecting new 
plants for distribution. This has resulted in 
an over-organization of the companies and 
during and after the year 1930 they have 
shown extremely unfavorable operating results 
as a consequence of the price fight. 

It is obvious that the amount of capital 
which has been invested in this business in 
Sweden under these circumstances has grown 
to an unnatural extent and also that the profits 
obtained can in no way be said to reflect a 
true picture of the possibilities open to this 
business in our country. Unquestionably a 
company with 60 percent of the present com- 
panies’ organization and plant would suffice 
to supply the Swedish market with petroleum 
products. 

The accounting systems must in general be 
designated as first class and having been 
modeled on those used by the foreign parent 
companies they are largely based on foreign 
terminology. They seem to have been es- 
tablished in the first place for statistical pur- 
poses but in spite of this it has been very 
difficult for the companies to fill in the forms 
which I have had made up in order that I could 
get a clear view of the capital invested in the 
companies and of the results brought about 
by a fair calculation of profit and loss. These 
difficulties have been caused especially by the 
complicated accounting system which has 
resulted from the extensive reorganization and 
operation of the companies; but other causes 
may also be named for these difficulties, e.g. 
reorganization of accounting systems, devel- 
opment and reorganization of branch offices 
and filling stations, agreements regarding in- 
creased cooperation and economic solidarity, 
competition before and after entering co- 
operative agreements, difficulties in distribut- 
ing the expense over cost of plant and the 
equipment and operating expenses, the various 


methods of reconstruction and the different 
accounting entries for the contributions of 
the parent companies to these transactions. 

After receipt of the companies’ information 
I have called upon them and examined their 
accounts to check the correctness of this 
material. Because of the very limited time 
available for making this check-up I have had 
to confine myself to making tests at random 
and it is obvious that under these circum- 
stances I had to concentrate on the accounts 
which were most pertinent to these examina- 
tions. In making these tests I have failed to 
find any important discrepancies although 
after conversations with representatives of the 
different companies several adjustments have 
been made. 

As this report is to be based on data furnished 
me by which to judge the amount of capital 
invested in the companies I have in the state- 
ments quoted by me considered the amounts 
entered by the different companies for plant 
and equipment. These book values, how- 
ever, do not reflect a true picture of the present 
value of these plants. Most of the companies 
have certainly figured depreciation at a rate 
which may be considered as fully covering the 
deterioration caused by wear and tear; but 
consideration should have been given also to 
other factors when depreciation was being 
figured. As an example, I would mention 
that through cooperation between different 
companies, common imports have been ar- 
ranged causing certain ocean installations to 
have lost their former significance. For the 
same reason it would be fair to assume that the 
value of certain bulk stations has decreased. 
As a result of the increased use of motor fuel 
and oils the companies’ transport equipment 
has been developed considerably, tank wagons 
and tank trucks of modern design have re 
placed older models which have therefore be- 
come more or less obsolete. The manner of 
transportation has also changed requiring 
reduced use of barrels whose value has there- 
fore decreased. Routes have been rear- 
ranged, new roads are established, competitive 
service stations crop up which are better situ- 
ated than the existing ones, new bulk plants 
are erected and therefore certain service sta- 
tions have undoubteldy lost considerably in 
value and to a great extent have become worth- 
less. In order to preclude competition and 
make possible the erection of new filling sta- 
tions, real estate and locations have been 
purchased which could not afterwards be used 
in the manner planned. 


In addition to the figures entered on the re- 
spective books, fire insurance values and the 
valuation figures have been considered on the 
form issued by me. No importance generally 
can be ascribed to the fire insurance values. 
Companies generally undertake these risks 
themselves or have only insured a part of their 
plant. Some of the companies have met the 
insurance problem by arranging with their 
parent companies abroad to handle the in- 
surance through collective policies held in for- 
eign insurance companies or insurance com- 
panies of their own eg., in the United States, 
England or Liechtenstein. Valuation figures 
also carry less weight in the question of judging 
the real value of the plants inasmuch as some 
ambiguity prevails regarding what should 
actually be considered real estate. For in- 
stance, it should be noted that in certain 
municipalities the authorities regard benzine 
pumps as real estate. 

In cases of indirect depreciation (setting 
aside certain amounts for a ‘‘renewal fund’’) 
book values are calculated as net figures, that 
is, an amount equal to that added to the 
“renewal fund” has been deducted from the 
figures of book values. 

Book values have formed the basis for my 
calculations of the value of other operating 
equipment used for retail distribution of the 
merchandise. When considering stocks and 
accounts receivable I have used book values as 
of the end of the fiscal year. No reduction has 
been made against bad debts. 

In addition to the statements I have pre- 
pared to illustrate the capital invested, com- 
putations have been made of the operating 
results of the various companies. 

First I have calculated the revenue of the 
sales after deducting the cost of the barrels; 
then deduction is made for the purchase of the 
goods and for storage until the time when they 
are distributed to the retailers; further deduc- 
tions are made for expenses connected with 
distribution to retailers. In this way the net 
profit on sales in “‘lots”’ without regard to in- 
terest has been obtained. Five percent is 
calculated on the investment capital for ocean 
installations and depots with equipment ap- 
pertaining thereto and the amount of interest 
so calculated has been deducted from the afore- 
mentioned net profit, giving the final net profit 
after deduction of interest. 

From this figure is then deducted expenses 
connected with retail sales to service stations, 
etc., giving a figure for net profits without 
regard to interest on investment in retail out- 


Table I 


1929 1931 1932 


Plants etc. for storing up of the goods in connection with the 
purchase, before the goods are distributed to retailers 


(ocean instellations), value 


Plants etc. for ‘first hand distribution” of the goods: Depots, 


tanks and subterranean magazines for barreled goods and 


the like, value 


Total 


Stocks 








Plants etc. for retail sales: Service stations, benzine pumps, 


**Kiosks,”’ Benzine carts etc., value 


Total 
Accounts receivable 


Total 








10,573,665 12,582,086 = 11,512,982 
11,114,811 13,428,511 14,420,530 
21.688.476 26,010,597 25,933,512 
27.022.460 = 24,224.423 25,149,138 
18.710.936 50,235,020 51,082,650 
11.242.753 §=18.664.930 =—-:17,090,295 
59,953,689 68.899.950 68,172,945 
23,144,895 19,908,380 23,563,487 
83,098,584 88,808,330 91,736,432 








lets. After deduction of interest on retail out- 
lets a net figure is finally reached as the profit 
on operations after due regard has been paid to 
interest on all plant and equipment. Finally 
I have calculated total net operation results 
without regard to the interest on the invested 


Table Il 


Gross profit on sales after deducting cost of barrels 


Purchase of the goods and expenses connected with storing 


furnished me, Kr. 35,201,260.03 for the years 
1930 to 1932. Distribution of these amounts 
among the respective companies is contained in 
a supplementry memorandum. 

According to the computation made of the 
capital vested in the different companies, the 


them up until they are distributed to the retailers, distri- 


bution cost also included 
Net result without deducting interest 


Brought forward: 


5° interest on plants etc. for storing up of goods in connec- 
tion with purchase, including cost of “first hand dis- 


tribution” 


Net result after deduction of interest 


Expenses connected with the retail sales done through 


service stations etc. 


Net result without deduction of interest 
5% interest on service stations etc. 


Net operating result after deducting interest on all plants 


and equipment 


Net operating result without deducting interest on all 


plants and equipment. . 


capital. As it will no doubt be of interest to 
consider the sales amounts I beg to give below 
total sales amounts for all companies during 
the years concerned: 


1929—Kr. 122,183,617.40 
1931—Kr. 114,113,131.40 
1932—Kr. 131,205,108.74 


Amounts which have in some form or other 
been remitted to affiliated companies by the 
parent companies in order to prevent the af- 
filiated companies from entering into liquida- 
tion as described by the Swedish Companies 
act, have not been deducted from the figures 
showing the net profit. The total amount of 
these ‘“‘gifts’’ is, according to information 














The above amounts would of course have to 
be adjusted on the basis of the value of the 
plants which must be made in future and on 
the basis of stocks on hand on the date of the 
establishment of the monopoly. 

In the above table is included the value of 
some plants which have been leased by one 
company from another company. In addition 
another concern has started operations in the 
petroleum trade during 1932 called Inkopscen- 
tralen, a cooperative organization formed by 
automobile owners which imports and dis- 


37,408,002 44,698,971  45.365,516 . . 
F ; one tributes motor fuel to members of the associa- 
tion. This association has not been subject to 
27.463.071 36.254.115  44.801.664 examination but it is recommended that the 
9,914,931 8.444.856 563.852 _— 
lable Hl 
1929 1931 1932 
Plants ete. for stering up the goods in connection 
with the purchase. before the goods are dis- 
940.587 1.149.100 1.149.699 tributed to the retailers (ocean installations), 
m 7 : . : value : Kr. 9,298,755 
9.004.344 7.295.756 585.847 Plants ete. for “first hand distribution”: Depots, 
ai . . tanks and subterranean magazines for barrelled 
9,690,076 12.065.876 11,996,172 goods ete. Kr. 14,420,530 
pai Stocks Kr. 24,707,955 
685.732 4.770.120 12.582.019 Plants ete. for retail sales: Service stations, 
562.138 933.446 854.515 pumps, Kiosks, carts ete. Kr. 17,090,295 
Representing a total value of Kr. 65.517.535 
; 1,247,870 5,703,566 13,436,534 
254.854 3.621.020 11.432.319 cost of its plants and operating equipment 
254,85 3.621,02 432.3 


aggregate amount of capital investment was 
at the end of each of the years under examina- 
tion as indicated in Table I (Page 405). 

The computation of the total operating 
results for the same years is contained in 
Table II. 

It is recommended that if the State takes 
over the companies dealt with above, such 
transaction should embrace plants and stocks 
of all the companies with the exception of some 
of the plants belonging to the firm A. Johnson 
& Co. 

If the computation made of the companies’ 
figures for 1932 should form the basis for the 
transaction the picture would be as indicated 
in Table III. 


Important Socony-Vacuum Changes 


AproinTMENT of an executive commit- 
tee of five to exercise the responsibility for 
managing the Socony-Vacuum Corpora- 
tion was announced by that company on 
November 27. 

The executive committee consists of 
John A. Brown chairman, who through 
this appointment becomes the chief ex- 
ecutive officer of the company; F. S. Fales, 
Harold F. Sheets, A. F. Corwin, and 
George V. Colton. Charles E. Arnott 
remains president of the company and 
Harold L. Pratt continues as chairman 
of the board of directors. The new ar- 
rangement, according to a_ statement 
issued by the company, was made at the 
request of Mr. Arnott and Mr. Pratt in 
view of the fact that much of Mr. Arnott’s 
time is occupied by his duties as chairman 
of the Marketing Committee, a division of 
the Planning and Coérdination Committee 
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established under the National Recovery 
Act and the petroleum code. With the 
tremendous amount of work that has 
fallen to the Planning and Codrdination 
Committee in getting the petroleum code 
established and functioning smoothly, 
Mr. Arnott apparently felt that he would 
be unable to handle important details of 
management that arose in the Socony- 
Vacuum Company. 

Mr. Brown, new executive committee 
chairman, has for the past five years held 
the position of president of the General 
Petroleum Corporation, Pacific Coast 
subsidiary of Socony-Vacuum. 


Vv 


A well on the famous Barco concession 
in Colombia after a destructive fire 


that occurred earlier’ this year. 





should be taken into consideration in arriving 
at a total cost for the possible establishment of 
a monopoly. 

As the companies may insist upon compen- 
sation from the state for the item of good will, I 
would say, supported by the computation 
showing operating results for the years under 
examination that in my opinion no item of 
good will is possessed by the companies. 

In the event that the companies are taken 
over an additional cost will arise in regard to 
compensation for members of the personnel 
who cannot after the transaction expect to 
continue their employment with the com- 
panies. It is very difficult however to esti- 
mate beforehand the amount of this expense. 

OTTo ASK 
Stockholm, July 15, 1933 









































Production and World Stability 


Stored Supplies and Shut-in Production as Well 


as Actual Output are Important Factors, Explains 


J. B. Aug. Kessler, Calling Attention to Unfavor- 


able U. S. Showing in These Respects 


Tae INTRODUCTORY article of the 
March 1933 number of WORLD PETRO- 
LEUM, in its closing paragraph emphasizes 
the necessity for maintaining proration, 
not only in the United States, but 
throughout all important producing sec- 
tors of the world, in order to insure in- 
ternational stability. In this connection 
the article points out that the United 
States is the only important oil producing 
country in the world that materially re- 
duced its output in 1932. 

The necessity for maintaining a balance 
between supply in producing territories, 
and demand in all areas of consumption is, 
of course, apparent, but it is also essential 
if this aim is to be attained, that there 
should be a synchronization of conserva- 
tion movements set up in the individual 
producing centres. Since 1929 there has 
been hardly a moment when measures 
were not being taken in one country or 
another to control excessive production, 
but in the past no such individual effort 
has been able to meet with any lasting 
success, owing to the lack of international 
team-work. 

It is, however, with the statement that 
the production in the U.S. A. during 1932 
was less than that in 1928 that I intend to 
deal in this article. 

Does this latter point have any value 
beyond the mere statement of an incon- 
trovertible fact? By reason of this fact 
is it claimed that the United States were 
not overproducing in 1932 or had done 
all that could be expected of her industry 
in the way of conservation? Or is it 
claimed that the oil industry in the 
United States has done more than any 
other in the way of restoring the balance 
between worldwide demand and supply of 
petroleum products? 

I doubt if any of the above questions 
can be answered in the affirmative, for 
though any reduction of production is 
worthy of merit in these times of over- 
supply, more than a mere reduction of 
production is necessary in those areas 
where drilling on a large scale is going on 
and where the quantity of petroleum 
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products held in stock continue to over- 
weigh the market. It is this aspect in 
particular to which I draw attention. 

The statistics for oil production in all 
exporting countries covering the years 
1925 to 1933 will be found in the accom- 
panying table. This period is chosen as 
that during which prosperity in the oil in- 
dustry has turned to chaos. 


sidered stocks. U.S. A. production for 
each year and the stock position at the 
beginning of the period and at the end of 
each year subsequently is given in the 
accompanying tabulation. 

Before discussing these figures, it is as 
well to point out that the stock figures are 
not entirely comparable over the whole 
period. 

Until 1929, figures for motor fuel in- 
cluded in the above total stocks, covered 
only the refinery stocks of motor fuel. 
In 1929, 1930 and 1931, the total stock 
figures covered, in addition to the motor 
fuel stocks at refineries, the blends at 
natural gasoline plants and in gasoline 
pipeline systems. 

Since 1931, the total stocks include 
motor fuel stocks at refineries, bulk termi- 


Yearly Output and Stocks in U.S.A. 


(Figures in thousands of barrels) 


Production 
(without estimate 
for hot oil) 


1925 763.743 
1926 770.874 
1927 901,129 
1928 901,174 
1929 1.007 323 
1930 898.011 
1931 851.081 
1932 785.159 


Stock at December 1932 


Countries such as Argentina, Japan and 
India, which do not produce above the 
requirements of their interior consump- 
tion are not relevant in this connection, 


Stocks (excluding 


hot oil) at 
beginning of 


Stocks 
expressed in 
each year terms of 
(crude and months of 


products) production 


525.736 
551.093 8.7 
535.352 8.53 
607.622 8.1 
631.692 8.4 
693.609 8.3 
662,217 8.8 
651.352 9.2 
-»» 590,106 940 


nals, in transit, in pipelines, and motor 

fuel blends at natural gasoline plants. 
Until 1928 the published stock figures 

for gasoil and fuel oil which have been 


Petroleum Output of Principle Producing Countries 


(Figures in thousands of U.S. barrels) 


DD. E. Indies 


Sarawak 


and 
U.S.A! Russia Venezuela Roumania Persia? Mexico Brunei Colombia Peru Trinidad 
1925 763.743 52.448 20.255 16,216 34,397 115.515 26.071 1,007 9,252 4,387 
1926 770874 GO4.311 36.837 22,338 36.401 90.421 26,459 6AM 10,762 4,971 
1927 901.129 T7018 63.175 25,352 39.943 64.121 31,245 15.002 10,135 5,380 
1928 9OIL.174 =85.162 108.099 29,526 43.023 50.231 34.758 19.896 11,849 7,684 
1929 1.007.323 99.632 137,184 33.337 41.737 44.759 40,946 20.385 13,296 8.716 
1930 898.011 131.091 136.355 39.822 45.393 39.593 42.189 20.346 2.346 9419 
1931 851.081 156.343 117.978 46,284 43.950 33.091 35.915 18.237 9.993 9.744 
1932 785.159 149.779 117.395 51,452 419.264 32.799 37,944 16,417 9.813 10.024 
U.S. A. production according to Bureau of Mines (which does not include an estimate for the very considerable quantities of hot 
oil which are known to have been produced) 
2 Persian net figures, after allowing for products put back into the wells 


and have therefore not been listed in the 
attached table. 

The situation in the areas listed is dealt 
with in greater detail in the remainder of 
this article. 

Production statistics alone are in- 
sufficient, and with them must be con- 


included in the total stocks covered only 
those stocks east of California. 

Although it is as well to bear the above 
in mind, I think it will be accepted that 
the discrepancies cannot influence the 
conclusions and comparisons of which 
the figures allow. 
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It is unfortunate that no reliable esti- 
mate for hot oil is available, and that by 
using Bureau of Mines figures only, one is 
employing statistics which are known to 


tion, which is immediately available in the 
U. S. A., is very much greater than that 
actually produced, and has been so for 
some considerable period, and that it 


New Well Competitions Compared 


U.S.A Venezuela Roumania D.E.1.. Trinidad Persia 
1925 . 18,889 130 255 313 65 38 
1926 . 21,354 283 301 264 77 32 
1927 . 16,933 336 345 296 116 15 
1928 . 15.253 392 329 401 102 il 
1929 . 18.442 586 356 475 115 12 
1930. . . 14,506 428 337 369 121 22 
1931... 8.773 121 126 ill 53 13 
1932....... 11,490 50 160 37 52 6 

1 The D. E. 1. figures include Sarawak and Brunel; for 1925, 1926 and 1927 a few 

wells completed in a newly opened area have been excluded for lack of necessary 


information 


be incorrect and which are below the true 
production and stock figures. 

Production on the above basis is seen 
to increase rapidly until reaching its peak 


must have acted as a drug on the market 
structure. 

The number of producing wells com- 
pleted in the U. S. A. during the years 


Number of Wells Completed Per Million Barrels Production 


ee..... Gi 6.4 15.7 
BO sccce Bhs 7.7 13.5 
1927.. . 18.8 5.3 13.6 
ee 16.9 3.6 11.2 
1929. . 18.3 4.3 10.7 
ee 3.1 8.5 
en...... BAS 1.0 2.7 
1932...... 14.6 0.4 3.1 


in 1929, since when there has been an 
apparently steady decline to date. An 
examination of the stock figures shows a 
more or less similar trend to that of 
production, stocks reaching a maximum 
at the end of 1929 (or actually in May 
1930 when the total stocks were 700,- 
808,000 bbl.), and subsequently decreas- 
ing. It is as well to note that the inclu- 
sion of hot oil in the production and stock 
figures might materially alter the above 
picture. 

In the table given there is shown also 
the stock position considered in terms of 
months of production at the average cur- 
rent rate during each year. At the be- 
ginning of 1925 the U. S. A. opened the 
year with a stock representing more than 
eight months of production at the current 
rate. It will be seen that though there 
was some improvement in this respect 
between 1925 and 1929 (due to increasing 
production, not to decreasing stocks) the 
position later grew worse, and at the end 
of 1932 there was actually more than nine 
months’ average production in stock, 
although in barrels the published stocks 
had decreased. 

To continue the study, one should also 
consider the question of shut-in produc- 
tion and drilling activities. Figures for 
shut-in production sufficiently reliable to 
be worth quoting, are unobtainable, but 
there is no doubt that the shut-in produc- 


U.S.A. Venezuela Roumania D.E.I, Trinidad Persia 


12.0 14.8 1.1 
10.0 15.5 0.9 
9.5 21.6 0.4 
11.5 13.3 0.3 
11.6 13.2 0.3 
8.8 12.8 0.5 
3.1 5.4 0.3 
1.0 5.2 0.1 


knowledge of the hot oil production nei- 
ther of these statements can be certain), 
one cannot help being struck by the fact 
that with an already high figure of shut-in 
production, the industry actively con- 
tinues a very heavy drilling programme. 

No figures for Mexico, Peru and Colom- 
bia have been obtained; but it requires 
only a cursory glance at the steadily de- 
clining production of Mexico throughout 
the whole period under consideration, and 
the decreasing production for both Colom- 
bia and Peru since 1929, for it to be 
acknowledged that a detailed study of the 
situation in these three countries is 
unnecessary. 

Drilling figures for Russia are incom- 
plete and no attempt has been made to 
estimate the number of wells completed in 
this area. Russia is drilling as much as 
she is able to do and producing up to the 
hilt, and is forcing her exports of petro- 
leum products onto the export markets at 
the expense of her home requirements. 
The drop in her production in 1932 was 
not of her own volition. She is unwilling 
to subscribe to world co-operation on a 
fair basis. In the light of this the world 
oil industry can only be thankful that 
Russian exports have not been able to do 


Year-End Stocks in Principal Producing Countries 


(Figures in thousands of U. S. barrels) 


Year U.S.A. Venezuela! Roumania’® Persia’ D.E.I.4 
ES A.A%m, 4areiacarahave 551,093 478 ido 5.934 2,915 
NA i ei sion fost 535,352 1,102 3,163 4,710 2,405 
1927. 7,622 1,536 3,700 5,563 3,277 
ree 631,692 17,028 4,709 8,731 4,079 
Se 693,609 23,119 5,187 7.644 4,571 
1930 662,217 19,749 6,888 7,866 6.735 
re 651,352 16,200 8.040 7,592 6,919 
Pree 590,106 16,273 9,991 8,270 7,056 


1Stock figures for Venezuela include those at Curacao and also those at Aruba 


except for one refining company at Aruba for which no information is available. 


The 


stock figures prior to 1928 are incomplete and unreliable. 


fleld: 


2 The stock figures for Roumania prior to 1930 do not include stocks of crude on the 
Ids 


3 Persian stocks are those at Abadan and include crude in pipelines. 


4 The stock figures in the Dutch East Indies (which include Sarawak and Brunei) 
for 1925 and 1926 exclude certain smal! stocks in a newly opened area for which the 
necessary information is not available. 


under review are given in an accompany- 
ing table; similar figures for other produc- 
ing areas are added for the sake of com- 
parison. 


more damage to market conditions than 
they have already done. 

To complete the comparison of drilling 
activities in the U. S. A. with those in 


Relation of Stocks to Production 


e Dutch 
Year U.S.A. Venezuela Roumania Persia East Indies 
are 8.7 ts 2.1 1.3 
1926 8.3 0.4 1.7 1.6 a2 
1927... 8.1 0.3 1.8 L.7 1.3 
are 8.4 1.9 1.9 2.4 1.4 
1929. 8.3 2.0 1.9 2.2 1.3 
1930 8.8 1.7 2.1 2.1 1.9 
a 9.2 1.6 2.1 2.1 2.3 
ae 9.0 1.7 2.3 2.0 2.2 


The figures quoted show clearly that, 
although the U. S. A. may have reduced 
actual production comparing 1932 with 
previous years, and has shown to a lesser 
degree a reduction in a heavily overloaded 
stock position (though without accurate 


other producing countries, the accompany- 
ing table showing the number of new wells 
completed per million barrels of produc- 
tion in each area during each year is of 
considerable interest. 

It will be seen that for the U. £. A. the 
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number of wells drilled per million barrels 
of production in 1932 showed only a slight 
decrease compared with previous years 
and when this is considered together with 
the fact that the shut-in production is 
several times greater than that required 
to replace the decline of existing produc- 
tion, it appears that the policy of the in- 
dustry in the U. S. A. has been one which 
can only make it more difficult for her 
satisfactorily to assist in the solution of 
the problem of world over-supply. 

The parallel figures for the other pro- 
ducing areas speak for themselves and re- 
quire no further comment. 


Curb on U.S. Drilling Needed 


Tue increases in United States pro- 
duction from 1925 to 1929 as the result of 
very much drilling, with the parallel 
increase of already over-high stocks, pre- 
sent the features of serious over-produc- 
tion. Although at certain moments dur- 
ing that period, we saw high prices 
(compared with those ruling now), these 
prices cannot be claimed as proving that 
there was no over-production, for apart 
from the fact that costs in those times 
were higher, the general boom in the 
U.S. A. absorbed and masked what must 
otherwise have been the effect of the 
potential dangers of the worsening statisti- 
cal situation. It was not until the gen- 
eral world economic crisis came, that the 
full effects of past cver-production and 
inflated potential production were felt, 
and it appears that the oil situation in the 
U.S. A. has not been helpful in the recent 
attempts at the international co-operation 
necessary for worldwide synchronized 
conservation measures. 

Whatever the U.S. A. has done by way 
of conservation is to be welcomed, but her 
part does not appear to be complete until 
she has taken such steps to reduce the in- 
tensity of the potential dangers of her 
over-stocked position and of her over-high 
potential shut-in production by reducing 
and regulating her drilling activities. 

For the sake of completeness, and for 
comparison with the position in the 
U. S. A. already given, I give herewith 
statistics of stocks of crude and products 
in the major producing areas dealt with 
in this article. 

The stock position for each area in so 
far as it is available is that at the end of 
each year. 

No reliable stock figures for Trinidad 
are available. 

A comparison of the stock figures in the 
various areas in relation to their produc- 
tion is perhaps more readily made by 
reference to the accompanying table 
which shows the stocks at the end of each 
year in terms of months of production at 
the current rate for each year. 
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It will be seen from the above two 
tables that in no country except the 
U.S. A. has there been any heavy stock 
accumulation, and that outside the 
U.S. A. the stocks of crude and products 
represent less than two and a half months 
of the current rate of production in any 
country. 


General Conclusions 


Er 1s HOPED that the survey of the con- 
ditions existing in the major oil producing 
and exporting countries, which has been 
given in these pages, is sufficient to show 
that it is wrong to assume that the rate of 
production alone is the only criterion for 
judging the success achieved in attempt- 
ing to improve present unbalanced con- 
ditions ruling throughout the world’s oil 
industry. 

The claim made by the U. S. A. that 
they are the only country which has 
reduced production, comparing 1932 with 
1928, must be considered in combination 
with her drilling activities, stock position 
and shut-in production. 

It would be as well at this point to put 
the consumers’ mind at rest concerning 
the possible results of the worldwide 
balancing of supply and demand at which 
the oil industry is aiming. This balance, 
if attained, will never mean really high 
prices nor is the industry aiming to gather 
more than the reasonable and fair profit, 
which it is legitimately entitled to expect 
from its business. Even should the gen- 
eral economic crisis pass away in the near 
future and the consumption of petroleum 
products increase even to the extent of say 


Tank farm on the coast of Borneo 
where production is carefully controlled. 
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25 percent, there is a sufficient quantity 
of petroleum products in stock and im- 
mediately available from shut-in produc- 
tion, to more than supply the markets. 

Conservation aims at maintaining the 
natural value of oil by limiting its output 
to the demands of legitimate outlets. In 
other words, its aim is to prevent the dis- 
sipation of the industry’s potential riches 
by preventing the production of surplus 
supplies which are thrown into uneconom- 
ical use. 

Conservation also plans for adequate 
reserves of supply to meet the legitimate 
demands of the future which, without 
doubt, will be very much larger when 
once again the world gets into full stride, 
but it is as essential to have worldwide 
co-operation in the development of such 
reserves against the future as it is to have 
co-ordinated control of output to meet 
existing demand. 

In conclusion, there has been no inten- 
tion in writing these pages to incriminate 
or exonerate any country in respect of past 
performance, but it is hoped that the 
lesson learned from the past may be re- 
membered for the future: there can be 
no lasting prosperity in the oil industry 
until there is a fair balance of worldwide 
supply and demand, and there can be no 
lasting balance of supply and demand 
unless not only production, but also stocks 
and drilling activities are kept within 
reasonable limits. That it is not sufficient 
to apply conservation disconnectedly area 
by area, has already been proved by the 
past; the only way to success is through 
synchronized conservation, with all that 
it entails, in all areas through the world- 
wide co-operation of the oil producing 
industry. 


© Ewing Galloway 
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Modern 5.600.000 bbl. Plant for Roumania 


Credit Minier Takes Advantage of Low Con- 


struction Costs to Erect a Completely Modern 


Refinery at Polesti from European and Amer- 


ican Equipment for Roumanian Crude 


4 ii ERECTION of the new refinery of 
the Creditul Minier Company is one of 
the principal recent events in the Rou- 
manian oil refining industry. 

The company, which was formed im- 
mediately after the War by about a hun- 
dred Roumanian engineers and geologists, 
has, ever since it was formed, typified 
Roumanian policy in oil matters, and this 
policy can already be felt even abroad, 
as a result of interests which the company 
possesses, particularly in France, Ger- 
many, Austria and Italy. 

Although the distributing facilities of 
the Creditul Minier are among the best 
organized from the technical point of 
view, refining was undertaken hitherto 
only through other refineries, such as the 
Aurora Refinery, of Baicoi, and the Re- 
fineries of Orsova and Tileagd. 

This situation offers a certain advan- 
tage for the company, because it enables 
the company to erect a new refinery at 
the very moment when the technique of 
refining, which has made great progress in 
the last few years, has just been further 
improved, and because such situation en- 
ables the company to obtain superior 
technique at lower costs, owing to the 
general crisis prevailing in the construc- 
tion industry. 

Design of the refinery was perfected by 
Roumanian engineers of the company who 
specialize in this particular branch, and 
who, for the purpose, have visited numer- 
ous refineries both in America and Europe. 

In arriving at their choice of plant and 
equipment the engineers took into ac- 
count the nature of the Roumanian crude 
and the refined products for which there 
is a growing demand both in Roumania 
and in the other countries. 

Inits complete programme, thecompany 
is considering the erection of a refinery 
capable of treating 800,000 tons per an- 
num, the first stage in the construction 
being intended to handle 400,000 tons. 

The new refinery, will be situated at 
Brazi, on a site of 75 hectares at about 
5 kilometres south of Ploesti, which is in 
the centre of the Roumanian oil industry. 
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Oil. 


The location is convenient to all the state 
works and pipelines running to Bucarest- 
Giurgiu and Constantza. In this manner 
the distribution of refined products, both 
as regards domestic requirement and ex- 
port through the Danube or the Black 
Sea, will be supplied in a satisfactory 
manner. 

After having entered into negotiations 
with the principal firms specializing in the 
erection of refineries, the company chose 
the Czechoslovakian firm of Brno Kralovo 
Pole’er, otherwise Briinn K6ningsfelder, 
for the construction of the pipe-still, of the 
cracking plant, and of such parts of the 
plant as could not be manufactured in 
Roumania. 

This firm has already erected numerous 
refineries for the Standard Oil Company 
in Jugoslavia, for Shell at Floritsdorf 
near Vienna, for the Vacuum Oil Com- 
pany at Kofnau (Austria), for Agip in 
Italy, and for the Soviets in Russia. 

The steel-construction works Astra- 
Arad and Vulcan, of Bucharest, will sup- 
ply the tanks and other plant; the firms 
Eremié and Prager will undertake all the 
masonry. As regards the sidings and 
loading-station, these were constructed 
under the supervision of Engineer Ciulei. 

The new refinery will include at first: 

1.—-A topping plant, for primary distil- 
lation of the crude, a pipe-still, for a 
capacity of 1,200 tons a day, of the Brno 
Kralovo Pole’er system, adapted accord- 
ing to the advice of Creditul Minier ex- 
perts. The plant provides for the latest 
technical improvements and will be able 
to produce all the by-products in demand 
on the oil market, with the exception of 
lubricating oils. 

2.—-A refining plant to produce a high 
quality kerosene; in general at present 
Roumanian kerosene is of rather poor 
quality. 

3..—-A Dubbs plant of the most modern 
type for cracking the solid residue, de- 
signed to produce cracked gasoline meet- 
ing high specifications especially in re- 
gard to anti-knock quality. The gasoline 
will constitute a more stable blend than 


those obtained formerly. The reaction 
chamber, which must be made so as to be 
able to deal with special qualities of mate- 
rial, has been ordered from the well known 
works of A. O. Smith of Milwaukee, 
U. &.. A. 

The cracking plant will give as residue 
either coke for metallurgical purposes or 
solid residue, according to the needs of 
the market. 

4.—A power plant provided with a 
series of boilers, having a heating surface 
of about 1,000 sq. metres, which later on 
will be increased to 2,000 sq. metres. 
Two Parsons turbines of 2,180 H.P. each, 
coupled to Brown Boveri alternators of 
1,500 KW, supply the power, with a re- 
serve that will be sufficient for any 
eventuality. 

The steam, produced under a pressure 
of 35 atm. will at first be used to drive the 
turbo-alternators, capable of supplying 
electricity for pumping purposes, water 
supply ete. 

The steam which will be at a pressure of 
12 atm. when leaving the turbines, will 
supply the pumps necessary to the various 
plants, and finally, after having been used 
in the pumps, it will be used for supply 
and heating purposes, for the tanks, dis- 
tillation, ete. 

In view of the fact that the steam will 
be used to the best advantage, a minimum 
fuel consumption is expected. 

5.—All pumping and most other opera- 
tions will be electrically driven by what 
will be eventually a 5,000 KW. electric 
plant. At present the plant has a 
capacity of 3,000 KW. 

6.—The water supply, which is rather 
important for a plant utilizing thousands 
of gallons daily, will be drawn from wells 
which reach the underground layer of the 
basin of the Prahova. 

The refinery will have an automatic 
water cooling station (Overhoff system) to 
allow the e¢irculating water to be used 
again after utilizing the greater part of its 
calories, which will have been absorbed 
during its transformation into steam at 
35 atm. pressure. 

7.—The loading station is planned to 
permit loading of a train of 50 tank-cars 
atone operation. It will be mounted ona 
foundation of concrete with a canal drain- 
age system to prevent loss of oil or perco- 
lation through the soil thereby removing a 
fire hazard. Of the 20 Kilometres of rail 
sidings intended for the refinery, 11 will be 
constructed immediately. 

8.—The capacity of the refined storage 
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tanks (besides the crude storage tanks 
which the company already owns at the 
yards) will be increased from 70,000 to 
120,000 cubic metres as soon as the sec- 
ond stage is reached (800,000 tons per 
annum). 

9.—At the refinery there will also be 
workshops possessing modern equipment 


for general maintenance and running re- 
pairs, and also for repairs to tank-cars. 

10.—Various other installations, such 
as a station for the retail distribution of 
products, narrow gauge railway lines, a 
fire station with a Foamite system, 
garages, various warehouses, etc. will com- 
plete the refinery. 


Automatie control apparatus will be 
supplied by Brown Instrument Corpora- 
tion, Foxboro, Eckardt, Siemens, and 
others, to provide adequate automatic 
control insuring satisfactory operation of 
the plant. 

The new refinery will probably go on 
stream towards the end of 1934. 


Behind The British Petrol Price Advance 


Some of the Factors That Influenced British 


Distributors to Advance Prices and Limit 


Id. 


Advance to 


Prospects 


the 


Affected by U. S. 


and Roumania Indicate Early Further Advances 


Adnnouncement at the beginning of 
November of an advance of 1d. per gallon 
in British prices for motor spirit, was not 
unexpected. Recent rapid progress in 
bringing the United States oil industry 
under control had brought about an 
equally rapid modification of former 
views, and had weakened the arguments 
of those who had looked for a cautious 
policy on the part of distributors in the 
British market. 

As a direct reflection of the strength- 
ening of the American oil price structure, 
the British price advance is significant. 
It confirms the generally accepted belief 
in the predominance of American oil 
values as the basis for world prices. 

In view of the 8d. per gallon tax now 
borne by petrol in Britain, the present 
net price, although increased, is still 
relatively low. An increase was very 
much overdue, if only on account of the 
higher prices and improved statistical 
position in the United States, and even 
now the market is barely remunerative 
enough to cover the overheads of any 
but the most efficient and economical 
distributors. 

Oil companies are finding, in addition, 
that there is still a strong tendency on the 
part of motorists to desert first grade 
motor spirit, and run on commercial 
grade. The movement undoubtedly re- 
ceived its first impetus from the necessity 
for economy, and was encouraged by the 
fact that the motoring public knew it 
would be getting reasonable value in 


purchasing even the second grade goods 
of a well known distributing organization. 
The increased sale of ‘‘No. 3”’ petrol, at 
the expense of ‘“‘No. 1”’, has been well 
maintained partly because the former is 
found to be very good value as a fuel for 
use in some makes of cars. 

The difficulty thus created for dis- 
tributors is met to some extent by the 
price rise. Margins between quotations 
for first and second grade have remained 
unchanged and commercial spirit is now 
selling at ls. 4d. in London against 1s. 
3d. formerly. The companies, with tech- 
nical organizations designed for supplying 
highest grade petrol, would doubtless 
like to sell as much of it as possible. In 
default of this, however, they gain some- 
thing by selling commercial spirit at the 
present time at only 1d. per gallon less 
than was obtained for ‘‘ No. 1”’ under the 
former scale of charges. 

That the price increase decided upon 
did not amount to more than ld. per 
gallon suggests that it was a “‘feeler’’put 
out to test the reactions of public demand 
and marketing conditions. It may well 
have been designed to attempt to find a 
price which, under existing marketing 
conditions, would yield a profit to na- 
tional distributors and their associates 
and the big independent distributors as 
well without making the British market 
sufficiently attractive to induce an ex- 
pansion of the operations of the small 
independent concerns. The latter have 
often proved a thorn in the flesh of the 


national distributing companies when 
British prices were appreciably above the 
relative world level. At the present time 
they have to pay more for the oil products 
brought into the country, since quota- 
tions in Roumania, from which they 
receive a considerable part of their 
supplies, have already risen substantially 
in conformity with those in the United 
States. 

As the price level in both countries is 
still tending to advance, and the improved 
position of the American industry may 
be consolidated early in 1934 by the fixing 
of a schedule of prices for oil products, 
the trend of British values has a strong 
urge in the upward direction. 

There is every reason, therefore, to 
expect further price advances if the recent 
improvement in the American industry 
is maintained. 

The following table shows how the 
price of first grade spirit has moved in the 
British market during recent years, the 
price quoted being that for the London 
area. 


British Motor Spirit Price Changes 


Date of Price per gallon. 

change. s. d. 
Nov. 1, 1926 6 
Dec. 30, 1926 51 


I 

I a2 
Mar. 16, 1927 I 3% 
Apl. 4, 1927 I 2% 
Aug. 13, 1927 1 I, 
Apl. 1, 1928 1 O'n 
Apl. 28, 1928 I 13, 
Mar. 1, 1929 +1 7 
Nov. 1, 1929 eI 6'2 
Sep. 23, 1930 il 1', 
Mar. 3, 1931 tl 2% 
Apl. 28, 1951 tl t'4 
May 22, 1931 tl 3 
July 18, 1931 tl 2, 
Sep. 10, 1931 1 tl, 
Sep. 14. 1932 I 7% 
May 17, 1933 1 5 
Nov. 3. 1933 1 6 


“Including 4d. per gallon tax and Yd. collection 
charge. 

t Including 4d. per gallon tax. 

t Including 6d. per gallon tax. 


Including 8d. per gallon tax. 
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World Oil Production—Official Figures for 1933 


All figures furnished direct to WORLD PETROLEUM by Governments, except where otherwise specified 


Country 
United States 
Russia. 


Persia’. 
Mexico....... , 


Netherland India 


Colombia. . 
Argentina 
Peru 


Trinidad. . 
British India 
Poland 


NEES 6 becccen es 
Japan and Taiwan! 


ERs 6 60s) Waa eeclee wes 
Germany.......... 
Ns 6: Oe are ur aericaars 
France!... 

Others! 


Total... 


| Estimate. 
figure for Prussia. 
Company’s figures. 


(Figures in U. S. Barrels—Conversion ratio 7 bbl. =1 ton) 


January February March April May June July August September October 
1933 1933 1933 1933 1933 1933 1933 1933 1933 1933 
63,998,000 61,029,000 75,302,000 65,313,000 84,747,000 82,841,000 84,387,000 85,239,000 78,186,000 74,180,000‘ 
10,382,400 10,162,600 11,003,300 11,824,400 12,794,600 12,489,400 11,837,000 13,402,200 14,340,900 20,195,000 
8,750,000 9,985,711 10,324,328 9,340,870 9,380,893 9,354,387 10,197,425 10,367,511 10,231,410 10,852,653 
3,999,898 3,661,749 4,009,649 3,949,001 4,104,919 4,490,220 4,755,600 3,500,000! 3,500,000! 3,500,000! 
3,563,112 2,929,668 3,683,386 3,984,519 4,370,835 4,452,000 4,648,000 4,669,000 4,109,000 4,549,867 
2,889,658 2,543,443 2,825,021 3,011,973 2,857,620 2,805,353 2,950,803 2,893,211 2,605,840 2,428,217 
3,096,051 3,031,021 3,390,051 3,028,639 3,357,214 3,280,382 3,249,428 3,172,568 3,186,435 3,179,043 
1,005,353 1,035,273 1,218,626 1,093,410 1,169,238 1,113,328 1,189,655° 1,164,104 1,085,885° 1,087,397 
1,138,500 1,153,500 1,140,000 1,051,000 1,210,300 1,181,500 1,180,000! 1,180,000! 1,180,000' 1,180,000! 
976,931 806,785 942,940 988,766 1,807,565 1,750,206 1,183,527 1,284,726 1,035,338 970,4275 
815,439 778,842 839,857 834,876 816,080 772,626 759,076 780,929 755,676 818,184 
732,894 669,617 761,302 708,703 729,669 741,244 700,000 700,000! 700,000! 700,000! 
338,100 299,845 329,224 318,619 326,900 326,830 336,553 332,934 315,000 320,000! 
180,320 194,166 214,984 196,595 203,385 184,250 196,756 194,327 182,602 180,600 
195,000 195,000 195,000 195,000 195,000 195,000 195,000 195,000 195,000 195,000 
136,451 126,861 131,964 124,103 138,348 137,620 136,752 143,836 133,903 126,000 
133,912 119,345 128,504 121,647 128,226 141,640 147,889 148,467 139,826 141,379 
82,778 73,087 87,218 84,974 89,754 113,447 99,510 100,602 97,342 95,000! 
130,732° 121,835* 141,183° 129,591° 134,666 130,200° 141.4145 153,174 155,778° 160,951? 
100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 
46,000 46,000 46,000 46,000 46,000 46,000 46,000 46,000 46,000 46,000 
36,000 36,000 36,000 36,000 36,000 36,000 36,000 36,000 36,000 36.000 





102,727,529 99,099,348 116,850,537 106,481,686 128,744,212 126,682,633 128,473,388 129,803,589 122,317,935 125,041.718 


Comparison of crude oil production in the 
United States, all other countries and total for 
the world during the first nine months of 
1933 and corresponding periods of 1932 and 1931. 
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* Anglo-Persian Oil Co. figures revised; fuel oil returned to the ground has been deducted. 
Sakhalin Russian included with Russia. Sakhalin Japanese included with Japan. 
§ Mexican official production figures delayed because of flood damage. 


4A.P.1. estimate. 


3 Thuringea estimated 7,000 bbl.; official 
5 International Petroleum 


Official Figures for 1931, 1932 and First Ten Months of 1933 





Daily 
Daily Daily Total Average 
Total Average Total Average 10 months 10 months 

Country 1931 1931 1932 1932 1933 1933 
United States....... 851,081,000 2,331,729 785,159,000 2,145,243 755,222,000 2,484,282 
RL Ae bi co eGed wawkeon 156,342,900 428,336 149,719,000 409,070 128,431,800 422,473 
EES rere ore 120,343,104 329,707 119,596,512 326,766 98,785,188 224,951 
IIS a. sc-ari bistocs.ctiaeioe 46,333,945 126,942 50,491,205 137,954 39,471,036 129,839 
IN (eX ahare x tant adoo ea 40,253,486 110,283 45,122,455 123,285 40,959,387 134,734 
ee eens eemys 33,038,853 90,517 32,802,285 89,624 27,811,139 91,484 
Netherland India......... 32,818,346 89,913 39,584,027 108,153 31,970,832 105,167 
a Se ee eee 18,237,190 49,965 16,384,956 44,768 11,162,269 36,718 
Argentina......... Ranta 11,709,759 32,081 13,166,900 35,975 11,594,800 38,141 
Peru ak inves anit ty raasenicdy' 6 10,102,116 27,677 9,899,266 26,026 11,747,211 38,642 
Scho sbi tnie asaiine at adhe 9,743,763 26,695 10,023,780 27,387 7,971,585 26,222 
British India............. 7,830,101 21,452 8,600,312 23,500 7,143,429 23,498 
ER wd, bdipa dc Ouwnwe nae 4,397,760 12,048 3,905,230 10,670 3,244,005 10,671 
ae Cees 3,338,472 9,146 2,274,043 6,213 1,927,985 6,342 
Japan and Taiwan........ 1,884,285 5,135 2,340,000 6,393 1,950,000 6,414 
eG See Renee ee 1,845,938 5,057 1,742,370 4,760 1,335,838 4,394 
ee 1,750,633 4,796 1,573,857 4,300 1,350,835 4,443 
I wesc scdacnuwdovataie 1,583,339 4,337 1,054,373 2,880 923,712 3,038 
0 ee ee ae 1,778,602 4,873 1,824,019 4,983 1,399,524 4,603 
PK ai.5oc6cactentewuaswes 1,200,000 3,300 1,200,000 3,300 1,000,000 3,290 
ON SE Pree ee Te 512,862 1,405 552,000 1,508 460,000 1,513 
CN Ss ines ccaneewedawee 338,700 930 432,000 1,180 360,000 1,184 
. 1,356,465,154 3,716,343 1,297,447,590 3,544,940 1,186,222,575 3,902,048 
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Production to Stills Stocks or week for week 

bbl. bbl. bbl. bbl. bbl. 

Week Ending Oct. 21 2.413.000 2,490,000 = 54,550,000 528.000 355,000 
160,230* 

Week Ending Oct. 28 2.385.000 2,500,000 = 54,520.000 802,000 722.000 
188.794* 

Week Ending Nov. 4 2.313.000 2.260.000 =53.790,000 801,000 675,000 
487.125* 

Week Ending Nov. I! . 2,317,000 2.235.000 = =54.040.000 162,000 438,000 
438.116* ——— 

Week Ending Nov. 18 2.329.000 2,345,000  53.900.000 
104.000 —_—_—_— 


Underlined figures indicate improvement in statistical position—decrease in produc- 
tion, runs to stills, gasoline stocks and imports. 
* Production of the Rusk-Gregg field, East Texas. 


Importers Comply with NRA 


Dvorinc SEPTEMBER, 1933, total imports 
of all petroleum products into United States 
dropped to 2,920,000 bbl., 97,250 bbl. per 
day, as compared with 5,351,000 bbl., 173,000 
bbl. per day, imported in the preceding month, 
and 4,693,000 bbl., 151,000 bbl. per day, 
imported in July, 1933. The decline in im- 
ports was due to the order of the Federal 
Petroleum Administrator, Harold L. Ickes, 
under NRA, limiting the imports, effective 
September 8, 1933, to 108,400 bbl. per day; 
therefore, actual imports during September 
were 11,150 bbl. per day under the federal 
order. Thus, during September, the first 
month of operation of U. S. oil industry under 
NRA, the importers showed full cooperation, 
complying entirely with federal orders. The 
total imports of all petroleum products into 
the United States under NRA regulations will 
be far below the pre-tariff period, 9,090,000 
bbl. per month, 301,000 bbl. per day, having 
been brought in during the first six duty-free 
months of 1932. 

Exports of all petroleum products, including 
motor fuel, in September, 1933, remained 
unchanged from the preceding month, at the 
approximate average post-tariff levels. Total 
exports in September, 1933, amounted to 
8,189,000 bbl., as compared with 8,190,000 
bbl. exported in August, and 3.71 percent 
above the total exports in September of 1932. 
Motor fuel exports declined slightly to 1,- 


drilling; comparison of oil 


wells, dry holes, and gas wells. 


Number of Wells Completed 
in the United States per Month 
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875,000 bbl. in September, 1933, as compared 
with 1,961,000 bbl. exported in August, 1933, 
a drop of 4.38 percent; and 31.45 percent un- 
der motor fuel exports in September of 1932. 
Exports of crude oil from the United States 
continued at a high rate during September, 
1933, reaching 3,182,000 bbl., and constituting 
38.85 percent of the total exports of all pe- 
troleum products. 

The devaluation of the United States dollar 
during November to about 60 cents in terms 
of gold currencies, 14.3 percent depreciation 
from the preceding month and to the lowest 
value on record in modern times, decreased 
proportionately the cost of American products 
to foreign purchasers and may in the coming 
months contribute to the increased export 
trade. Thus currently the East Texas crude 
oil selling at $1.00 in United States currency, 
costs but 60 cents in gold, and the refinery 
gasoline in Group 3 market bringing 4 cents, 
actually costs in gold but 2.4 cents per gallon. 


Production and Runs Reduced 


Crvpe om and natural gasoline production 
during October, 1933, averaged about 2,- 
490,000 bbl. per day, 214,000 bbl. per day 
under the production in August, 1933; but still 
290,000 bbl. per day in excess ef crude oil and 
natural gasoline production during October of 
1932. Further decline in domestic production 
was recorded during the first half of November 
when crude oil and natural gasoline dropped to 
about 2,408,000 bbl. per day. The consecu- 
tive declines in crude oil production have been 
due entirely to the orders of the Federal Pe- 
troleum Administrator, Harold L. Ickes, which 
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provided for curtailment of crude oil produc- 
tion and of withdrawals from storage to 
2,409,700 bbl. per day effective September 8, 
to 2,337,500 bbl. per day effective October 1; 
and tentatively to 2,210,000 bbl. effective 
December 1. The production of crude oil 
was, however, in excess of federal allowances 
throughout September and October, and only 
in November the producers were able to bring 
crude oil output within the quotas. 

Total stocks of all oils increased 651,000 
bbl. during September, 1933, to a total of 
618,821,000 bbl. (new basis), indicating a 
daily gross addition to stocks of 21,700 bbl. 

Crude oil runs to stills continued till the 
close of October, at an unduly high rate, being 
in excess of 2,500,000 bbl. per day since the 
middle of June, 1933, or some 250,000 bbl. per 
day above the current economic requirements 
as determined by the Committee on Refinery 
Statistics and Economics of the American 
Petroleum Institute. The resulting overpro- 
duction of refinery products during the sea- 
son of highest motor fuel consumption left 
the country with greatly increased stocks of 
all petroleum products, and thus economically 
the petroleum industry enters the winter of 
1933/34 in a weak condition, and any break 
whatsoever in federal control of the petroleum 
industry may cause an unusually precipitate 
break in prices. 

The crude oil runs to stills were reduced 
early in November to 2,245,000 bbl. per day, 
thus indicating that a more satisfactory bal- 
ance of supply and demand may be anticipated 
in the coming winter. The decline in crude oil 
runs to stills in November was due in part to 
effective reduction of crude oil production and 
to limited withdrawals from storage under 
federal control; and also to efforts made by 
the Planning and Coordinating Committee of 
the oil industry to check the overproduction at 
refineries. 


Demand Falls Below 1932 


Expicatep domestic demand for motor 
fuel during September, 1933, averaged 1,- 
143,000 bbl. per day, a decline of 5.31 percent 
under the daily average during August, 1933; 
11,300 bbl. above the domestic motor fuel 
consumption in September of 1932, an increase 
of 1.00 percent; but 60,200 bbl. per day un- 
der the domestic motor fuel consumption in 
September of 1931, the peak year, a decline of 
5.08 percent. Domestic motor fuel consump- 
tion thus indicates that though the improve- 
ment in demand over the corresponding 
months of 1932 was extended into September, 
the rate of improvement dropped off sharply 
from 4.02 percent in August to 1.00 percent in 
September. Further estimated reduction in 
domestic consumption during October and 


Six major oil stocks in relation to 50 indus- 
trial stocks on the New York Stock Exchange. 
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Gasoline Inventories Established by Federal 
Government 


Stocks in bbl. Stocks in bbl. 
District December 31 November 18 
No. 1 (East Coast) S ateabhns 14,065,000 14,298,000 
No. 2 (Appalachian; Western 
N. Y., Western Penna., West 


Va., and Eastern Ohio) ' 2,360,000 1,015,000 
No. 3 (Ind., IIL, Ken., Mich., 

Western Ohio, and Tenn.) ; 7,220,000 6,208,000 
No. 4 (Okla., Kan., Mo., and 

lowa) , ; ; 5,780,000 5,589,000 
No. 5A (Inland Texas) 1,930,000 1,273,000 
No. 5B (Texas Gulf Coast) 4,940,000 5,396,000 
No. 6A (Louisiana Gulf Coast and 

Alabama) : ; 1,320,000 1,207,000 
No. 6B (Northern Louisiana, 

Ark., and Miss.)........ 450,000 229,000 


No. 7 (Rocky Mts.; Montana, 

Wyo., Utah, Colo., Ariz., N. M., 

Western S. D., and Western 

PL cence denetedvarns neces 1,125,000 859,000 
me PTT ee 11,810,000 14,101,000 


November suggests the possibility that the 
coming winter, 1933/34, motor fuel demand 
will actually fall under motor fuel consumption 
in the winter of 1932/33, the decrease being 
influenced by advances in retail motor fuel 
prices amounting to some 30 percent without 
comparable increases in wages and salaries; 
and also as a result of business uncertainty in 
the United States. The New York Times 
Weekly combined business index which rose 
from 60.0 in March, 1933, to the high of 99.5 
in July, 1933, declined to 72.9 in the week of 
November 11, 1933, a drop of six points from 
the preceding month; in the corresponding 
week of 1932 the index stood at 69, thus in- 
dicating that business activity has dropped 
almost to 1932 low levels, regardless of several 
billions of federal money poured into public 
works and other relief financing throughout 
the country. On the whole, however, the cur- 
rent volume of business in the United States 
may be considered as fairly satisfactory, and 
would be generally recognized so if it had been 
reached by gradual improvement, but the true 
aspect of the situation is obscured by the too 
precipitate rise of the past summer, followed by 
the inevitable sharp correction. Quite evi- 
dently the oil industry cannot prosper if gen- 
eral conditions result in reduced consumption. 


U. S. consumption and exports, pro- 
duction, imports and prices of motor 
fuel in relation to motor fuel stocks. 
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The daily rate of exports of motor fuel av- 
eraged 63,000 bbl. in September, 1933, un- 
changed from the preceding month; a decrease 
of 30.9 percent under September of 1932, and 
43.7 percent under September of 1931. 

Total daily demand for motor fuel in Sep- 
tember, 1933, therefore was 1,206,000 bbl., a 
decrease of 1.38 percent as compared with 
the total daily demand in September of 1932, 
and 8.27 percent under September of 1931, the 
year in which motor fuel demand was at peak. 
Thus the brief three-month improvement in 
the total daily demand for motor fuel in 1933 
over corresponding periods of 1932, first 
recorded in June, was reversed, the current 
motor fuel demand again falling below 1932 
volume. 

On October 1, 1933, motor fuel stocks at 
refineries, terminals and in transit amounted 
to 53,062,000 bbl. (new basis), an increase of 
594,000 bbl. as compared with stocks on hand 
on September 1, 1933, indicating that during 
September motor fuel supply exceeded demand 
by 19,800 bbl. per day, as compared with 
motor fuel storage reduction of 176,800 bbl. 
and 23,200 bbl. per day in September of 1932 
and 1931 respectively. On October 1, 1932, 
total motor fuel stocks amounted to 52,- 
289,000 bbl., indicating in the past year 
comparable storage remained virtually un- 
changed, though in May of 1933, total motor 
fuel stocks were actually 10,002,000 bbl. under 
those on hand in May of 1932, the difference 
being due to negligible withdrawals from 
storage at the height of the 1933 consuming 
season. 

On November 23 Secretary Ickes decreed in 
a special order that gasoline stocks on Decem- 
ber 31 shall not exceed 51,000,000 bbl. Fig- 
ures for gasoline stocks will be set monthly 
hereafter in an effort to bring production and 
consumption not only of crude, but of prod- 
ucts, into balance so that price fixing may 
prove to be unnecessary. 

The country is divided into eight districts: 
East Coast, Appalachian, Central States, 
Mid-Continent, Texas, Gulf Coast, Rocky 
Mountain and California. Each district will 
be permitted to have stored on December 31 
a figure which represents a certain percentage 
of its gasoline sales for the year ending Septem- 
ber 30, 1933. 
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Federal Price Control Delayed: 
Markets Weaker 


Tue covernment’s decision of October 16 
to embark upon a policy of fixing the prices 
of crude petroleum and its products effective 
December 1, according to price schedules 
tentatively announced at that time, has been 
temporarily postponed, and probably will be 
entirely abandoned, if within the next few 
weeks the law of supply and demand, together 
with strict enforcement of crude oil and motor 
fuel production and marketing, results in 
comparable strengthening of quotations. Fed- 
eral Petroleum Administrator, Harold L. 
Ickes, announced on November 20 the gov- 
ernment’s decision through N. R. Margold, 
Chairman of the Petroleum Administrative 
Board, who in an official communication 
stated that certain interests within the industry 
opposed the price control and favored the 
postponement of price hearings, set in Wash- 
ington for November 20, in order that a fair 
test may be given to the production control 
and the administration of the oil code. The 
Planning and Coordination Committee, com- 
posed of the leading executives of the oil 
industry, agreed upon a 15 day postponement 
of the hearings until about December 5, and 
the tentative date for putting into effect price 
control has been postponed till January 1, 
1934, and was further subject to extension or 
suspension. The federal communication par- 
ticularly stressed the effective control of crude 
oil production under the orders of Petroleum 
Administrator, and further stated that: 
“It is hoped that all elements in the industry 
will begin at once serious efforts to reduce 
excess stocks of gasoline, to adjust evils in the 
marketing situation, to bring about harmonious 
operation under the code throughout the coun- 
try, and at the same time give due considera- 
tion to refinery runs.” 

The federal price control has been subject 
to much discussion and discord within the oil 
industry, with most of the large companies, 
including Standard Oil Company of New 


U. S. production, runs to stills 
and price of crude oil in relation to 
stocks of all petroleum products. 
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Jersey, The Texas Company, and the Shell 
interests, opposed to the control, while the 
Consolidated Oil Corporation and the Stand- 
ard Oil Company of California favor price- 
fixing. Of minor interests the crude oil 
producers in the Mid-Continent area are the 
most active supporters of price control, while 
the independent refiners and distributors, 
selling unbranded products, are against price- 
fixing. Independent refiners claim that they 
face complete loss of business unless their 
products are differentiated from nationally 
advertised brands and priced at a discount, 
because an independent jobber has only one 
incentive to purchase from such small refineries, 
namely the low price, since otherwise he would 
evidently buy the products of major concerns 
and have the advantage of national adver- 
tising. 

Current developments tend to point out the 
vital necessity of an effective control of crude 
oil production, refinery runs and marketing, 
which would result in automatic readjustment 
of prices to profitable levels desired by the 
Petroleum Administrator, and the consequent 
abandonment of federal price-fixing. It is 
anticipated, however, that the government 
will not hesitate to fix prices for crude oil and 
its products if it finds it advisable, and that in 
the meantime the threat of price control will 
be indirectly used to force the opposing inter- 
ests to cooperate. 

During November the crude oil and motor 
fuel prices remained practically unchanged 
from the preceding month, with refinery 
gasoline continuing weak. Tank wagon 
service station prices of motor fuel remained 
fairly firm and unchanged in the principal 
consuming centers during November, but 
were locally affected by price wars, the most 
pronounced of which flared up again in 
California. On November 3 the Standard 
Oil Company of California reduced tank wag- 
on service station prices in the Los Angeles 
area 3 cents a gallon to 14.9-16.5-18.5 cents 
per gallon for the competitive, regular and 
premium grades respectively, with some in- 
dependent stations selling competitive grades 
at 11 cents per gallon; on November 9 the same 
company reduced tank wagon/service station 
prices in Northern California, including San 
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Francisco, and in Nevada 2 cents a gallon. 
Federal investigators were in California in- 
vestigating price wars, and preparing legal 
action under the Petroleum Code against 
violators of fair practices. Service station 
prices per gallon for motor fuel, regular grade 
and including all taxes, in representative 
districts in the middle of November were: 
18.0 cents in New York City; 17.8 cents in 
Chicago; 18.0 cents in Ohio, 18.0 cents in San 
Francisco, 18.5 cents in Oklahoma and 27.0 
cents in Montreal, Canada, with 2-cent dif- 
ferential for the premium grade. 

Refinery gasoline quotations in Mid-Con- 
tinent districts firmed up about a quarter-of-a- 
cent per gallon during the past month. On 
November 20 refinery gasoline was regularly 
quoted at 41% to 4% cents per gallon for 56-60 
U.S.M. grade, 59.9 and below octane rating in 
Group 3, Oklahoma market, with some small 
offering selling at as low as 3% cents per 
gallon; 60 to 64.9 octane rating, U.S.M., 
brought 47% to 5%, cents per gallon; and 65 
and above octane rating, U.S.M., commanded 
514 to 5%4 cents per gallon. On the East 
Coast, at Bayonne, the U.S.M. grade, 60 to 
64.9 rating, was quoted unchanged at 614 
cents per gallon (3.75 cents gold*). Gulf 
Coast prices for export on November 20 were 
firmer at 5% to 6 cents per gallon (3.6 cents 
gold*) for 58-60 U.S.M. grade. 

Natural gasolines remained unchanged and 
were quoted on November 21 at 5 to 5% cents 
per gallon for grade 26-70 in Oklahoma and 
North Texas, and at 5!5 cents per gallon in 
North Louisiana. 

Kerosene prices reacted slightly from the 
preceding month during November and on 
November 21 grade 41-43 w.w. was quoted at 
314 to 3%¢ cents a gallon in Group 3, Oklahoma 
market, and at 514 to 5! cents a gallon (3.15 
to 3.3 cents gold*) on the East Coast at 
Bayonne. Gulf Coast price for export re- 
mained unchanged at 414 cents per gallon 
(2.55 cents gold*) for 41-43 p.w. grade. 

The future course of prices for petroleum 
products is indefinite. Declining consumption 
of motor fuel below 1932 levels is an unfavor- 
able development, and the reduction of motor 
fuel production to the current demand, 
through reduction of crude oil runs to stills, is 
quite problematical; similarly, motor fuel 
stocks are excessively large. Considerable, 
if not acute, weakness is anticipated in the 
market quotations for refinery gasoline during 
December, January, and February; but con- 


“U.S. dollar at 40 percent discount. 






sidering that the government announced 
price control in October, when prices were 
dropping sharply, and tentatively postponed 
it in November when prices were stabilized 
and firming up, it can be predicted with 
reasonable certainty that any serious decline 
in quotations will be promptly met by federal 
intervention and price-fixing, provided in the 
meanwhile the new supply of crude oil and 
refinery gasoline is balanced with the demand. 


Iekes Hits Franklin Proposal 


Purine the annual meeting of the In- 
dependent Petroleum Association of America, 
held in Tulsa on November 14 and 15, Wirt 
Franklin, Chairman of the Planning and Co- 
ordination Committee, composed of oil execu- 
tives, urged representatives of the oil industry 
to appeal to Secretary Ickes that ‘‘control of 
the industry be vested completely with the 
Planning and Coordinating Committee.” 

Secretary Ickes in a most enlightening 
answer summarized the situation, indicating 
that he does not intend to relax supervision 
of the oil industry. Inasmuch as Secretary 
Ickes’ statement is an excellent summary of the 
federal government’s position in regard to the 
oil industry it is here quoted in part: 

It is the intention of the Oil Administrator 
to conserve the powers delegated to him by the 
president and to exercise those powers when- 
ever there is necessity for so doing in the 
interests of the industry. 

And I may also say that up to the time the 
oil code was adopted, the oil industry had all 
the opportunity in the world to be such a 
self-governing industry as Mr. Franklin now 
says that it ought to be. I doubt whether he 
represents any considerable sentiment in the 
oil industry itself if he advocates a return to 
the state of confusion, of cut-throat prices, of 
selling crude oil below the cost of production, 
of gasoline price wars from which the oil 
industry suffered when it was a “‘self-governing 
industry.” 

There is no conflict in authority between 
the Petroleum Administrative Board and the 
Planning and Coordination Committee. The 
board was set up by me to make a study of 
the facts with respect to the oil industry and to 
advise me on questions of law and fact. The 
Planning and Coordination Committee has 
and will continue to have such limited powers 
as are granted to it by the code. 

Even if, as Mr. Franklin suggests by 
inference, I have authority to limit those 
powers to myself or to delegate them to his 
committee, I would not feel that in justice to 
the industry as a whole I could properly do so. 

Mr. Franklin overlooks the important fact 
that his committee is made up of men active 
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in the oil industry. There is a natural re- 
luctance on the part of competitors to submit 
vital and intimate facts and figures with 
respect to their own companies to present or 
potential rivals or to permit the latter to 
render final decision thereon. 

The Planning and Coordination Committee 
and the Oil Administrator have cooperated 
happily and understandingly since the code 
went into effect and I am confident that we 
will continue so to cooperate. There is every 
disposition on the part of the Oil Admin- 
istrator to do so. 

. if Mr. Franklin is correctly quoted, he 
is, in effect, asking the president of the United 
States to divest himself of the powers which 
the oil industry as a whole felt that he could 
exercise for the best interests of the oil industry 
and of the country. 


NRA Production Control 


Tue ocroser federal production allowable 
of 2,337,500 bbl. per day was extended into 
November; while the allowable for the month 
of December was reduced by 128,000 bbl. to 
2,210,000 bbl. per day in an announcement by 
Secretary Ickes issued on November 20. 
Allocations among the principal producing 
states were made as follows: Texas—888,000 
bbl; Oklahoma—457,000 bbl; California— 
450,000 bbl; Kansas—112,000 bbl; Louisiana 
—69,300 bbl; New Mexico—41,200 bbl; 
Arkansas—33,000 bbl; Michigan—29,000 bbl; 
Rocky Mountain district—36,300 bbl; and 
Appalachian and Eastern States—94,200 bbl. 

In conformity with Secretary Ickes’ warning 
dated October 17, and reported in the preced- 
ing issue of WORLD PETROLEUM, the regulatory 
agencies of the various states took steps more 
effectively to comply with federal allocations, 
particularly with the order requiring the 
states to make up the existing overproduction 
at the earliest opportunity. 

By November 1, the United States as a 
whole overproduced 3,387,000 bbl. above the 
federal quota in the months of September and 
October, of which total 1,822,000 bbl. was 
overproduced by Texas, 581,000 bbl. by Cali- 
fornia, 198,000 bbl. by Kansas, and 141,000 
bbl. by Oklahoma. Early November produc- 
tion figures indicated that all states, with the 
exception of California, were able to control 
their crude oil output fairly satisfactorily. In 
Texas the Railroad Commission twice cut the 
state’s allowable below the federal quota in 
order to catch up with overproduction; on 
November 1 to 875,000 bbl. per day, and on 
November 15 to 868,412 bbl. per day, as 
compared with 965,000 bbl. permitted in 
November by Secretary Ickes, and in fact 
achieved a reduction to around 915,000 bbl. 
per day for the last two weeks in Novem- 
ber, thus making up around 700,000 bbl. of 
the September—October overproduction, a re- 
markable showing. California, though pro- 
ducing within federal quota during September, 
overproduced 570,000 bbl. in October, and in 
the first two weeks of November further over- 
produced around 235,000 bbl.; this excess 
production was in all probability indirectly 
responsible for the 2-cent and 3-cent reductions 
in service station motor fuel prices throughout 
California, affecting first the Los Angeles 
district, but later spreading throughout the 
state. 

The development of the newly discovered 


oil fields, and consequently the wildcatting, 
attracted considerable attention within the 
industry to several programs for development 
of recent discoveries, including Crescent and 
Lucien pools in Oklahoma and six new fields in 
Texas have been dispatched to the Petroleum 
Administrative Board in Washington. Strict 
limitation in developing these new fields will 
necessarily control wildcatting, while liberal 
development programs will assure continued 
exploration. Since most of the major con- 
cerns are looking for new reserves of crude oil, 
and because new discoveries are economically 
vital to the oil industry, it is expected that the 
submitted programs will be approved, inas- 





wipe out the entire overproduction, though 
production is still somewhat above the allow- 
ables set by the Railroad Commission. Under 
the December crude oil production allowable 
for the United States of 2,210,000 bbl. per day, 
Texas allowance is 888,000 bbl. per day, or 
2.26 percent above the latest order of the 
Texas Railroad Commission, thus permitting 
the East Texas field 403,000 bbl. per day, or an 
average of about 35 bbl. per day for each of its 
11,500 oil wells. 


Loeal Refineries Protected 


Iw orper to keep local refineries fully 
supplied with crude oil the Texas Railroad 


Effect of Federal Production Orders on Principal Oil Producing States 


(in barrels) 


Sept. Oct. 
Cumulative 
Overpro- 
duction 
Texas epee eekueeantewed Renae 1,822,000 
Oklahoma 141,000* 
California 581,000 
Kansas 198,000** 
United States 3.387.000 


* Oklahoma reduced September overproduction by 215,000 bbl. in October. 





November Daily Average Production per Week 
Federal ending 
Quota Nov. 4 Nov. Il Nov. 18 
per day (4 days) 
965.000 994,500 917,000 909,500 
495,000 429,500 498,500 522,500 
455,000 470,000 480,000 463,500 
116,000 104,500 107,500 123,500 
2,337,500 2,313,000 2,317,000 2,328,500 


** Kansas reduced September overproduction by 101,000 bbl. in October. 


much as the fields concerned are all of second- 
ary importance. 


Labor Problem 


For rue rirst Tie in the history of the 
American oil industry, labor strikes added to 
the difficulties of the oil concerns. To date 
wages and working conditions in the oil in- 
dustry have been in general far superior to 
other basic industries and operated against 
the development of the labor unions. The 
reduced and locally prorated wages of the 
recent depression years, together with the 
liberalization of labor unions under NIRA, 
however, served to attract attention of workers 
to unions, and locally demands of labor in 
excess of NRA provisions of the code resulted 
in, or threatened, strikes. 

The most serious strike occurred on Novem- 
ber 18 in St. Louis where service stations of 
practically all major companies were closed 
by striking unionized attendants after oil 
companies declined to recognize the union 
and to inaugurate a wage scale calling for 
$135.00 a month for station managers, $90.00 


‘ for attendants, and $65.00 for car washers and 


porters. The union had also demanded 48 
hour week and one percent allowance for 
handling losses. Oil concerns stated that 
demands were in excess of the provisions of 
NRA. 


Texas Production 


I orver to reduce the September and 
October overproduction in Texas, which 
reached 1,822,000 bbl. above federal quotas by 
November 1, the Texas Railroad Commission 
ordered the reduction of the state’s production 
to 885,915 bbl. per day, effective November 1, 
and to 868,412 bbl. per day, effective Novem- 
ber 15, as compared with current allowance of 
965,000 bbl. Preliminary reports to the mid- 
dle of November indicate that considerable 
efforts is being made by Texas operators to 





Commission issued, on November 14, a far- 
reaching and precedent-setting order provid- 
ing that: “‘No oil shall be permitted to be 
transported out of any field or pool in Texas 
unless and until the local refinery consumptive 
demand shall have been supplied out of the 
local production of such field or pool if said 
local production is sufficient to satisfy the 
local consumptive demand; provided, how- 
ever, that no refinery shall be given the benefit 
of this provision unless and until all orders, 
reports and inspection requirements of the 
Railroad Commission shall have been fully 
complied with.”” The Commission based its 
order not on any specific statute, but to pre- 
vent threatened closing of several local refining 
plants, Commissioner Thompson stating that 
the Railroad Commission is “certainly com- 
plying with the spirit of the NRA program in 
preventing the closing of plants and consequent 
unemployment.” Commissioner Thompson 
further justified the order by stating that: 
“Often in the past, similar actions on the part 
of quasi-judicial bodies with discretionary 
powers, while not legal at the time of their 
inception, have resulted in the enactment of 
statutes under which such powers were 
granted. If we point out the need, the 
legislature generally grants the statute which 
will correct any unreasonable condition. We 
must protect Texas industries where we can.” 
Specifically the order was issued upon a study 
of conditions of the Cosden Oil Company’s 
refinery at Big Springs which was unable 
to purchase sufficient crude oil from the pipe- 
lines taking most of the production of the 
Howard-Glasscock field, which was threatened 
with a shut-down and the consequent release 
of about 300 employees. 


Anderson-Leon Counties: East 
Texas 


Tue MOST active area in Texas, in Free- 
stone, Anderson and Leon Counties, between 
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the Mexia pool and the south end of the Rusk- 
Gregg pool, continued without positive results, 
but with new wells showing sufficiently at- 
tractive gas and oil saturation to attract more 
and more operators. 

The Tide Water and Texas Seaboard Oil 
Companies’ No. 1 Monning, Long Lake Plan- 
tation, located in Anderson County near 
Palestine and about 50 miles southwest from 
the south end of the East Texas field, after 
testing 40,000,000 cu. ft. of saturated gas per 
day from the upper section of Woodbine sand 
from 5,147 ft. to 5,229 ft., was drilled to 
5,469 ft., but failing to find well developed 
sand bodies, was plugged back to 5,290 ft. and 
was completed for around 200 bbl. of 42 
gravity crude oil and 100 bbl. of salt water per 
day, and was pinched in to 45 bbl. of oil and 
salt water daily. As the discovery well stands 
it is not a commercial crude oil producer. 
Following the completion of the Tide Water 
and Texas Seaboard No. 1 Monning, the 
Humble Oil and Refining Company (S.O.N.J.) 
started operations on its No. 1, H. R. Deitz, 
21% miles north-northwest from the discovery 
well, in Freestone County, which to date 
correlated unfavorably and was due to test the 
Woodbine late in November. The Tide 
Water and Texas Seaboard Oil Companies 
started a second project, No. 2 Monning, 
located 1,860 ft. west of their No. 1 Monning. 
Sun Oil Company and the Standard Oil 
Company of Kansas are similarly expected 
to announce shortly new locations. 

Twenty-five miles southwest from the Tide 
Water and Texas Seaboard well, and in Leon 
County, the Shell Petroleum Corporation 
No. 1 O. Boggs topped Woodbine formation at 
5,618 ft. and penetrated it to 5,925 ft. without 
finding any commercially saturated oil sands, 
though having encountered 30,000,000 cu. ft. 
of gas per day at 5,743 ft. It has been re- 
ported that Shell Petroleum Corporation has 
decided to complete No. 1 O. Boggs as a gas 
well, and that the company will further 
explore the area by a new project six miles 
due northeast from No. 1 O. Boggs. 

The Anderson-Leon-Freestone area to date 
has shown absence of well developed sand 
bodies within the Woodbine formation on 
supposed positive structures discovered prin- 
cipally by geophysical (seismograph) surveys, 
and consequently present tentative conclusion 
would not be in favor of a large oil field in 
this sector of East Texas, unless developed 
in a sealed sand lense, in which case the 
discovery depends almost entirely upon 
the luck of the operators. To date the An- 
derson-Leon Counties work closely parallels 
the very disappointing Tomball field develop- 
ment. 


Polk County—Texas Gulf 


BRicnarp scuwas no. 1 Kirby and West, 
in G. S. Thomas Survey in South Polk County, 
and eight miles southeast from the Livingston 
pool, tested an estimated 10,000,000 cu. ft. of 
dry gas per day from the Cockfield formation 
at 4,748 ft. to 4,786 ft., but deepened to 4,898 
ft. encountered salt water and was subse- 
quently completed as a gas well. The com- 
pletion of No. 1 Kirby and West is another 
upset for the Gulf Coast, because that project 
was considered most favorably. Richard 
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Schwab staked location for No. 2 Kirby and 
West, 500 ft. southwest from No. 1 to test the 
area further. 


Lucien—Central Oklahoma 


Iw THE LUCIEN field in Noble County sev- 
eral oil producers were completed during 
October and November, bringing the total 
number of oil wells to 12 with a potential 
production of about 45,000 bbl. per day, and a 
current allowable of 5,976 bbl. per day, or 13.3 
percent of the potential. In addition to 12 
commercial producers, the Lucien pool has at 
this time five drilling projects, while to date 
three non-commercial edge wells were com- 
pleted and five dry holes have been abandoned. 
Stanolind Pipe Line Company is completing a 
second 42 mile 8 inch pipeline into the Lucien 
field connecting with its trunk system at 
Drumright. The first line into the Lucien 
field was built by the Shell Petroleum Corpora- 
tion, the largest operating concern in the field, 
from its Cushing terminal. 


Creseent—Central Oklahoma 


In THE RECENTLY discovered Crescent 
pool in Logan County, four new oil wells were 
completed bringing the potential production 
of the field to around 15,000 bbl. per day. 
Five wells were drilling and will be completed 
during December-January period. Most un- 
usual geological conditions were encountered in 
the Crescent pool when Gypsy Oil Company’s 
(Gulf) No. 1 Good in Sec. 27-TI7N-R4W was 
completed for 2,800 bbl. from Wilcox sand 
encountered at 6,270-6,290 ft., or 234 ft. lower 
structurally than in the highest well in the 
field. A further surprise was the Sinclair- 
Prairie Oil Company’s (Consolidated) No. 1 
Phillips in Sec. 28-T17N-R4W, half-a-mile 
northwest from the discovery well, which 
tested 300 bbl. per day of clean oil from the 
upper few feet of sand at 6,574 ft., after cor- 
relating structurally 487 ft. lower than the 
highest well in the field. With production 
encountered so far down the dip of the field, it 
is impossible at this writing to forecast the 
extent of the pool, more particularly because 
low wells will be drilled in and tested most 
carefully to avoid, if possible, salt water in- 
trusion, and thus their full potential production 
will remain unknown until additional edge 
wells are drilled. At this writing Crescent 
pool has a good possibility of developing into a 
fair sized Wilcox sand pool of secondary 
magnitude. Two pipelines have been com- 
pleted into the new field: the Oklahorna Pipe 
Line Company (Carter-S.O.N.J.) connected 
the Crescent field by a 6-inch line with its 
trunk system running through Cushing, while 
the Continental Oil Company is building a 
6-inch 13-mile pipeline connecting the Cres- 
cent pool with its trunk line from Oklahoma 
City to Ponea City. 


Western Kansas 


Tue recent potential production tests of 
Kansas oil fields classified the Hollow field in 
Harvey County as the state’s leading oil 
producer giving it a potential of 52,682 bbl. 
per day from 76 completed oil wells, and 
allowing the field 16 percent of the potential 
production. The Nikkel field in McPherson 
County has a potential production of 22,916 


bbl. per day from 25 wells and is allowed to 
produce 13 percent of its capacity flow. Of the 
older fields the Ritz-Garrett-Galva field in 
McPherson County has a capacity flow of 
28,914 bbl. per day from 201 wells, and is 
allowed 48 percent of its potential, and the 
Voshell field in the same county has a capacity 
flow of 16,147 bbl. per day and a 48 percent 
allowance. 

It has been estimated that upon completion 
of current potential tests the total capacity of 
production in Kansas will be in excess of 215,- 
000 bbl. per day, a record figure, and as com- 
pared with the federal allocation of 112,000 bbl. 
per day effective December 1. 

One of the major projects in Western 
Kansas now under construction is the Skelly 
Oil Company’s 54 mile combination 8-inch and 
6-inch crude oil pipeline from the Cunningham 
field in Kingman County to Skelly Oil Com- 
pany’s refinery at Eldorado, Kansas. The 
Cunningham pool has currently 11 producing 
oil wells with a potential of about 5,000 bbl. 
per day and an allowable of 800 bbl. per 
day. 

Considerable amount of geophysical seismo- 
graph prospecting is now under way in Western 
Kansas, the active concerns including the 
Amerada, Continental, Empire, Gypsy, Phil- 
lips, and Wentz Companies. 


Michigan 


Tue AUSTIN TOWNSHIP gas field in T14N- 
ROW, half way between Mt. Pleasant and 
Muskegon oil fields, assumed major propor- 
tions when V. M. Taggart’s No. 1 Fish in 
Section 4 was completed for 27,500,000 cu. ft. 
of dry gas per day from Michigan series at 
1,375 ft. to 1,380 ft. extending the field two 
miles to the northwest from the discovery well 
in Section 11. At this time there are four 
producing gas wells in the Austin field with a 
total potential of 53,000,000 cu. ft. of gas per 
day. The productive area is estimated as 
being in excess of 5,000 acres, the largest gas 
field in Michigan, both areally and in potential 
flow of wells. The petroleum potentialities 
of the Austin area are indefinite, though in 
general it may be deduced that crude oil may 
very likely be discovered in either Traverse 
or Dundee limestones, and deep tests are 
anticipated within a few months. 

The Austin Township field is only 10 miles 
southeast from Big Rapids, and a gas pipeline 
has been projected to connect the field with 
the available market in that town. 

In the Ogemaw field, 50 miles due northeast 
from Mt. Pleasant pool, the two producing 
Traverse limestone wells were treated with 
acid, increasing their combined production 
from 220 bbl. to 915 bbl. per day. 

Lansing, state capitol and a large industrial 
center, voted a 30 year natural gas franchise 
to the Central Michigan Natural Gas Com- 
pany, which will connect the city with Central 
Michigan gas fields. 

The recent developments in Michigan have 
impressed upon the oil industry the fact that 
oil and natural gas reserves of that state are 
very considerable and available at relatively 
shallow depths, and exploration drilling is 
expected to increase noticeably in the spring 
and summer of 1934. 

BASIL B. ZAVOICO 
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Soviet 


Official Figures for Soviet Oil Operations 


1933 
JjJanuary..... 
February... 
March. 
April 
May.... 
June... 
July... 
August 
September 
October 


Total 10 Months 1933... . 
Total 10 Months 1932. . 


Revised Quota 1933 


Crude oil conversion ratio: 7 bbl 


Baku Operations 


BBaxu om Fietps continued to make 
steady progress in crude production during 
the month of October. The daily average 
during the month increased to between 
355,000 and 365,000 bbl. of crude. When 
the gushers of Lok Batan No. 18, 45, and 65, 
were at the peak of production, the daily 
average ran as high as 400,000 bbl. of crude 
per day, as against 280,000 bbl. of crude per 
day at the beginning of 1933. 

At present a new gusher, Lok Batan No. 
37 has been completed and is operating under 
full control. After intensive work by shock 
brigades, the well has been capped by a three 
ton cast iron valve, and the potential flow of 
about 100,000 bbl. of crude per day has been 
limited to 30,000 bbl. which are being carried 
to storage and pumped by three pumps di- 
rectly to the Baku-Batum pipelines. This 
well flows from a depth of 2,700 ft. while the 
wells Nos. 18, 45 and 65 were flowing from 
about 2,000 ft. At present the Lok Batan 
field of Baku is yielding 22 percent of the total 
crude production of Baku. 

Seven more wells are being drilled at present 
at Lok Batan at a depth of about 5,000 ft., 
and are expected to augment the total daily 
average of crude production of Baku to 420,- 
000 bbl. 

During the ten months ending October the 
oil fields of Baku produced a total of 87,094,- 
000 bbl. against a total of 85,267,000 bbl. 
during the entire year 1932. So far about 
2,000,000 bbl. of crude have been produced in 
excess of the plan to cover the ordered 3,500,000 
bbl. additional which was to be supplied by 
Baku up to the end of the navigation period. 

The Communist Party and the Soviet 








Crude Daily Run to 
Production Average Stills Drilling 
(Bbl.) (Bbl.) (Bbl.) (Feet) 
10,382,400 334.917 9,510,900 157,486 
10,162,600 362,950 9,167,900 169,396 
11,928,700 384,800 11,003,300 228,532 
11,824,400 = 394,150 10,472,700 228,790 
12,794,600 412,729 11,834,900 213,744 
12,489,400 416.313 11,641,700 198,729 
11,837,000 394.567 10,887,800 214,385 
13,402,200 432,329 11,707,500 236,200 
14,340,900 178,363 11,481,400 306,414 
14.595.000 170,800 11,648,000 293,667 
123.757.200 107,096 109,356,100 = 2,247,343 
126,794,500 $15,720 =121,138,782 = 2,115,623 
170,800,000 167.670 155,000,000 = 3.315.000 


-=one ton 


Government have decided to revise and 
augment the production quota of Baku for 
1934 from 98,000,000 bbl. to 140,000,000 bbl. 
of crude. 


Comparative Daily Crude Production Figures 
(Barrels) 


Actual Average for 

Plan Production the month 
Azneft . 385.000 388.500 364,000 
Grozneft 126.700 80.500 78.400 
Maikop 21,420 13.300 12,600 


Baku has been able to achieve such satis- 
factory results because of assistance extended 
to the oil fields from the Narkomtyashprom 
(the department for heavy industries), as well 
as from all regional and government organiza- 
tions in the form of augmented supplies. 
This assistance has enabled the Baku oil fields 
for the time being to strengthen uniformity of 
operations while all operating forces were 
consolidated and supported by a highly qual- 
ified technical personnel. 

The leading Soviet oil press, however, 
points to the fact that the mistakes which 
were made in the past have not yet been fully 
corrected and the results are still hampering 
progress to a great measure. Some 300 new 
wells were to be drilled in the new regions of 
Baku, but not all existing obstacles have been 
removed thus far for this accomplishment. 
Lack of organization is still reflected in the 
division of labor and the technical personnel 
can not be said to have mastered entirely the 
use and requirements of all the latest auto- 
matic control equipment, ete. Supervision 
of wells under flush production is still in the 
hands of indifferently trained “ practitioners” 
although it may be assumed that there are a 
sufficient number of experts available. 





Shortages of equipment are still reported 
from various Baku fields although occasion- 
ally these shortages are simply the result of the 
disorder in which equipment is stored. Break- 
downs in drilling are still frequent although 
these figures have decreased to 22 percent in 
September, against 28 percent in August and 
37 percent in July. In spite of the decrease, 
these figures are obviously far too high. 

A total of 130 breakdowns which were regis- 
tered in Baku during September consumed 
20,000 working hours for repairs; an additional 
25,000 working hours were lost in breakdowns 
which were irreparable. While gusher pro- 
duction has run as high as 154 percent of the 
plan, the pumping division shows almost 30 
percent arrears of plan of which 15 percent 
arrears were accumulated during the third 
quarter alone. 

Investigations by the Communist Party re- 
veal a prevalence of what they term “‘gusher 
psychology”’ in the oil fields of Baku. In 
other words, the organizations of all fields are 
concentrating on gusher production while all 
other methods are being neglected. The Com- 
munist Party is taking steps to combat this 
attitude and has decided that the authorities 
in charge of the individual oil field as well as 
the individual well shall be instructed not to 
concentrate exclusively on gusher production 
but to maintain the efficiency of mechanized 
production and to introduce mechanical pro- 
duction methods wherever necessary in order 
to increase production in these divisions. It 
is true that the present shortage of suitable 
equipment may make the establishment of this 
attitude temporarily difficult; but definite steps 
are being taken to supply all necessary equip- 
ment from domestic machine shops and 
through imports. 

Although frequent reports have called at- 
tention to the need for improved food supply 
and housing conditions about the oilfields to 
prevent the rapid and upsetting turnover of 
labor, so far exclusive concentration on the 
work in the fields has prevented adequate 
attention being given to this problem so that 
Azneft still suffers from a constantly fluctuat- 
ing supply of labor. 

The plan for the division devoted to pump- 
ing production from deep wells has been ful- 
filled during the past nine months at the rate 
of 88 percent and it has been suggested by the 
authorities that these figures might well be 
studied by oil men of Baku who are responsible 
for production. 

During the third quarter of 1933 about 
17,000 tons of casing pipe, 700 tons of cast iron 
pipe and 600 tons of drilling pipe were to be 
delivered to the Baku oil fields for the com- 
pletion of 300 wells before the close of the year. 
Up to October 15, only 11,000 tons of casing 
pipe, about 500 tons of cast iron pipe and about 
100 tons of drilling pipe had been delivered and 
the lack of other material such as sheet metal, 
assorted iron and rails is causing alarm. The 
report on supplies such as transformers, elec- 
trical motors, cable and wire, is not encourag- 
ing to the authorities of Azneft. The indus- 
tries which were to have supplied the oil fields 
with electrical equipment admit inability to 
fulfil the contracts as to time of delivery. 

A critical condition still confronts the oil 
transportation division. Fifty percent of plan 
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fulfillment has been reported for Astrakhan 
and 38 percent for the Volga transportation. 
About 150,000 tons of oil products designated 
for Gorki had to be discharged at Stalingrad, 
Samara and Saratoff owing to the necessity for 
repairing the barges and tugs in which the oil 
was being shipped. This failure to deliver crude 
to the refineries at Gorki and Constantinofka 
threw an aditional burden on rail facilities. 
Because of the lack of balance between crude 
production and refining capacity of Grozni, 
Baku, which lacks sufficient refining capacity 
to handle its crude output has been shipping 
crude to Grozni. As an example of the con- 
fusion that prevails in the transportation 
division on several occasions mixtures of fuel 
oil and kerosene have been shipped from Baku 
to Makhatchkala for reshipment to Grozni to 
be processed into kerosene and fuel oil for 
further transportation to Trudovya, Rostov 
and the Ukraine. 

The refineries of Baku have exceeded the 
plan for the month and have operated at 105.6 
percent of the plan. Production of white prod- 
ucts has amounted to 108.9 percent and lubri- 
cating oils have amounted to 127 percent of 
the plan, which is exactly 62 percent above 
last year’s figures. Indications are that the 
new technique of controling complicated re- 
fining processes has been mastered at Baku. 
The Alco installations are reported to be 
operating satisfactorily. 


Developments at Grozni 


The campaign to improve conditions at 
Grozni and Maikop has not yet shown any 
appreciable result. The oil fields of Grozni 
continue to remain behind the plan and several 
Soviet industrial regions, depending on Grozni 
for fuel balances are experiencing difficulties in 
obtaining supplies. In order to liquidate the 
arrears of Grozni it is obvious that the atten- 
tion of authorities in Moscow will be required. 


Production of Grozni Crude, 1933 


(Barrels) 
First Quarter ve : 9.372.300 
Second Quarter 8,958,600 
Third Quarter 8,401,400 


Production has been decreasing from month 
to month and the arrears are mainly due to 
underproduction of all new wells, which were 
operated during the first nine months of this 
year at 30-32 percent of the plan while all old 
wells were producing about 94 percent of the 
plan. Unlike Baku where several new oil pro- 
ducing regions were brought under operation 
recently, Grozni has not been able to open 
even a single new region during the past 20 
months. Only recently some progress has 
been made at Molgabek and K. Riabovol, re- 
cently appointed head of Grozni, expects to 
have the Molgabek field in operation by the 
end of the year. Mr. Riabovol has made a 
report on the position of Grozni and states that 
Grozni arrears are definitely not due to exhaus- 
tion of resources. The oil deposits are present 
but drilling, and particularly deep drilling, has 
been of a scattered character over more than 
40 regions with none of these undertakings 
brought to a definite conclusion. 

A change in the drilling policies of Grozni 
has been effected during recent months, but 
still only a total of 13,500 ft. of drilling in new 
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oil regions has been accomplished. This 
represents only 36 percent of the plan, al- 
though the number of drilling tables utilized 
amounted to about 92 percent of the plan, 
indicating the low quality of the drilling. The 
speed of drilling per rig per month is only 27.7 
percent of the plan. Chechensk and Molga- 
bek, which are intended to furnish the greater 
part of Grozni crude production show plan 
fulfillment of 30 and 38 percent respectively. 

Mr. Riabovol further reports that the 
productivity of the labor supply is low, stating 
that out of 100 hours of possible work only 7.3 
percent is being spent on actual drilling; 28.3 
percent on all other operations connected with 
or required for drilling; but 28 percent of the 
working time is being wasted on breakdowns 
under- and above ground and another 31.7 
percent is being lost in unnecessary stoppages. 

Technical personnel at Grozni has failed to 
adapt itself to the requirements of deep 
drilling and deep drilling is becoming the most 
important of all drilling operations. The 
total distance drilled at Grozni during the 
first half of 1933 amounted to 156,420 ft. or 
87 percent of the plan leaving the balance of 
footage to be drilled during the second half of 
the year at 363,000 ft. The drilling speed 
attained at Grozni is about 208 ft. per rig per 
month against 370 ft. required by the plan. 

Only 38 wells were completed at Grozni 
during the first half of 1933 against 78 wells 
required by the plan. 

Mr. Riabovol has undertaken to correct 
conditions at Grozni and for this purpose has 
reorganized the personnel and is beginning to 
introduce an orderly system in all divisions. 
Mr. Riabovol’s record is such that, although 
the work may progress slowly, eventual success 
is practically assured. 


Other Oil Fields 


BBerween 93 and 95 percent of the total 
crude production of U.S.S.R. is at present 


derived from the major fields of Baku and 
Grozni. There are at present several new 
regions under consideration by the Soviet oil 
authorities. The oil fields of Emba, Ural, 
Bashkiria, Pechora, Sterlitamak and many 
more which contain the future potential pro- 
duction of Russia have been fully explored, 
and contoured. 

To the north of Emba between the Volga 
river and the Ural mountains the Ishimbayevo 
oil field is situated with total resources 
estimated at 50,000,000 tons of crude in an 
area covering about 1,000 hectares. A railroad 
between the city of Ufa and the oil field of 
Ishimbayevo is under survey and construction 
has actually begun on a 180 kilometer section. 
The crude from this field contains over three 
percent of sulphur and the Scientific Research 
Institute of Moscow has developed a special 
process for refining, which under laboratory 
tests has given satisfactory results. The 
method is a modified form of hydrogenation 
and it is problematical whether Soviet machine 
shops will be able to construct all the equip- 
ment required for the process. The laboratory 
test is reported to yield about 85 percent of 
gasoline and kerosene absolutely sulphur free. 


Warostavi. This point on the Volga 
river has been selected for the erection of a 
refining center. A commission has made a 
survey of the situation and has decided the 
point to be of strategic value for the industrial 
center of the Volga. The plant capacity is to 
amount to 28,000,000 bbl. of crude per annum. 


Grozni. Two cracking units were erected 
at Grozni and brought under steam. The first 
unit produced 2,000 bbl. of gasoline per day as 
against the expected 1,600 bbl. and the effi- 
ciency factor of the plant has been reported 
to be very high. The second unit is operating 
4,200 bbl. of crude per day and is yielding 
1,800 bbl. of gasoline. J. WEGRIN 


British Imports Continue Increase 


DDiscouracement to petroleum imports by 
recent British legislation has apparently done 
little so far to limit the growth of the trade. 
Official statistics show that although aggregate 
imports of crude oil and products, at 5,848,559 
bbl., were rather less than in the previous 
month, they expanded by 675,502 bbl. as 
compared with October 1932. Most of the 
major categories of products contributed to the 
advance in the total. Lubricating and fuel 
oil show relatively large increases, imports of 
the latter being 40 percent above the figure for 
October last year, in spite of the reduction of 
1d. per gallon in the customs rebate on heavy 
hydrocarbon oils in the last Budget. Lamp 
oil participated in the general increase of in- 
ward shipments, probably owing to seasonal 
influences. Total imports for the ten months 
to October 31 show an expansion of 7.5 percent 
on those for the corresponding period of 1932, 


increased receipts of motor spirit, fuel oil and 
crude accounting for the advance. Kerosene 
is the only principal product to show a decline 
on the year’s figures to date. 


British Oil Imports by Products 


(Barrels) 


Ten Ten 
months months 
October to Oct. to Oct. 
1933 31.1933 31, 1932 
Lamp oil 334.624 4,115,000 4,894,920 
Motor spirit 2.495.215 26,735,920 23,693,224 
Other spirit 29.473 356.853 417.751 


Lubricating oil 367.304 2.553.214 2.141.498 
Gas oil 167.552 2.576.075 2.434.573 
Fuel oil 1.639.630 13,172,127 11,990,193 
Others 205 7.218 18,443 





Total products 5,034,003 49,516,407 45,590,602 
Crude 814.556 9.256.444 9,050,019 





Total imports 5,848,559 58.772.851 54,640,621 








New Activity in Tankers 


Tue TANKER situation at the moment is 
full of interest. After a long period of stagna- 
tion new contracts are being placed in Euro- 
pean shipyards and there are indications of 
others to follow. The most important single 
development has been the action of the Anglo- 
Saxon Petroleum Company in placing con- 
tracts with British and Continental yards for 
twelve Diesel-powered tankers. Another big 
oil company is in the market for tonnage of 
large type. A South American country has 
been seeking to place orders in Great Britain; 
only currency export restrictions have pre- 
vented the placing of contracts thus far. A 
big French company is asking for bids for large 
ships which may be built in Holland. If the 
proposed French monopoly becomes law there 
may be inquiries for small coastwise ships. 

Most of the prospective orders are for 
motorships. What are their machinery spaces 
to be like? What will their speeds be? How 
will they reflect the immense strides made in 
marine Diesel engineering since the last batch 
of tanker orders was placed? How far has this 
new programme—not justified by the present 
state of the tanker chartering market—been 
forced forward by the short life of tankers in 
the gasoline trade and a tendency, now chang- 
ing perhaps, to refine near the wells rather than 
in the consuming centres? 

How far has the dependence of the big oil 
companies upon charter tonnage brought about 
this situation? How far will this new build- 
ing programme affect the already seriously dis- 
integrated tanker chartering business. Even 
the much hoped for Tanker Pool, designed for 
co-operation has failed in this respect. All 
these are questions which intimately concern 
the present situation. In any case it is in- 
teresting to speculate as to what character- 
istics future tankers will have. This is a ques- 
tion which is particularly interesting in view 
of the fact that the last group of tankers 
ordered both for the Anglo-Saxon Company 
and the Standard Oil Company were twin 
screw units. On the other hand, the twin 
screw ships of the Anglo-Saxon Company fol- 
lowed the MEGARA, which was, as far as large 
ships in that fleet were concerned, the first 
twin screw unit ordered by this company for 
some considerable time. The previous group, 
namely the PHOBOS class, were single screw 
units in which the screw was driven by a 
double-acting four-cycle air injection unit of 
special Werkspoor type. The PHOBOs class 
engines were rated at about 4,000 h.p. at 90 
r.p.m., each engine having its cylinders 32.38 
in. diameter by 59.05 in. stroke. These 
propelling units were among the earliest of the 
high-power double-acting 4-cycle type, and 
gave to the PHOBOs class of tonnage a speed of 
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about 11 knots when loaded, the fuel consump- 
tion being about 141% tons per day. Tankers 
of this type have been operating on long 
voyage services since their completion. The 
PHOBOS went on service in December 1926. 

One of the reasons for the substitution of 
twin screws for single screws in the later ships 
was the possibility of fitting continuous super- 
charge to four-cycle single-acting engines and 
the extra speed which this permitted with little 
extra fuel consumption. It is also interesting 
to note that twin screws were used in the later 
ships of this company, partly because the two 
early ships in which supercharge was tried, the 
MIRZA and MEGARA, were intended for the 
carriage of oil between Caribbean ports and 
Rouen. The draught of water on the Seine 
being limited, in their case a twin screw unit 
was a definite advantage. Throughout this 
constructional programme over the past few 
years, the Anglo-Saxon Company has kept to 
vessels of about 10,000 tons carrying capacity, 
but the new ships are to be larger and faster. 
The tendency of other companies, in particular 
those associated with the Standard Oil Com- 
pany of New Jersey and the Standard Oil Com- 
pany of New York, has been towards larger 
vessels of up to 15,000 tons carrying capacity. 

It is not proposed to enter into a discussion 
as to which is the better type for future work, 
but the fact must be borne in mind that with 
the increase in speed for an economical fuel 
consumption which modern propelling ma- 
chinery permits, the smaller ship has an ad- 
vantage, in that it can make a large number of 
round trips at high speed, and if, as is the case 
with bulk cargo, the demand and the supply 
are fairly continuous, the size of the individual 
unit of transportation is not a matter of prime 
importance. 

Interesting performance figures are given of 
the MEGARA whose engines were built to de- 
velop on trial 3,200 b.hp. on twin screws with a 
service speed of 914 knots which was increased 
to 4,800 b.hp. with supercharging, thus adding 
114 knots to the service speed of the vessel 
enabling more voyages per year to be com- 
pleted and consequently increasing the freight 
earning capacity as a result of more cargo being 
carried per annum. From May 8, 1929, the 
date on which the ship was accepted from the 
builders until July 22, 1933, the total number 
of days in service were 1,535, the number of 
voyages completed being 37 and the number of 
ports visited 114. It is important to note that 
the average distance run per voyage was as 
much as 8,212 miles and that an average speed, 
winter and summer, loaded and light, of 10.94 
knots was maintained. Of the total time in 
service the number of days off for dry docking 
and repairs works out at just over 43 or 3.14 
percent of the total time. The total miles run 


in the period amount to 303,831 and the total 
miles per annum 72,270, the total cargo carried 
being 370,600 tons, the total cargo per annum 
working out at 87,965 tons; the average num- 
ber of full power running hours per annum was 
6,680 hours. When it is realised that the work 
of a tanker is very exacting, permitting only of 
a minimum time in port with practically no 
time under normal running conditions for any 
major overhauls, it will be appreciated that 
none but the most reliable and economical 
machinery can be used. 

When bids for new tank ships are asked for 
by the principal tanker owning companies, 
shipbuilders will be able to offer them anything 
up to 9,000 s.hp. on a single shaft in a double- 
acting two-cycle airless injection unit of 3,000 
hp. output per cylinder. It may be that in 
order to obtain this output the piston speed, or 
rather the revolutions per minute of the pro- 
peller shaft, would be excessive for single screw 
propulsion. Such a disadvantage, however, 
can be overcome by using two high speed units 
geared to a single shaft. Such a power is per- 
haps rather on the high side, but in any case a 
power of about 4,000 hp. on an 8-cylinder 
4-cycle single-acting engine is to-day a per- 
fectly reasonable proposition for direct propul- 
sion, but if geared propulsion be necessary it 
should be remembered that one of the principal 
advantages of high speed engines geared to a 
single screw, namely low head room, is of no 
avail as far as a tanker is concerned, because 
the machinery is in the stern, and the ’tween 
deck height so saved cannot be used for any 
other purpose. 

In assuming these arrangements, however, 
we are taking the Diesel in its highest possible 
double-acting cylinder output. A more usual 
type with a double-acting, two-cycle unit even 
at the present time, is in the neighborhood of 
1,500 hp. per cylinder, and here it is possible 
easily to direct couple a single unit to a single 
propeller shaft, with the shaft turning at not 
more than 150 r.p.m. maximum. This ar- 
rangement in association with 4-cycle single- 
acting engines, exhaust gas boilers and exhaust 
gas generated steam used for the maximum of 
auxiliary purposes, is very economical as re- 
gards over-all fuel consumption. 

With suitable attention paid to hull design, 
it should be easily possible to build in any new 
programme a tanker of well over 10,000 tons 
carrying capacity, with a service speed in 
loaded condition, fair weather and foul, of 12 to 
12144 knots. If this is so, and if such ad- 
vantages are taken in new programmes, then 
it does seem that many of the existing tramp 
tankers being built but not yet completed, will 
be useless under more modern conditions, an 
arrangement which admittedly cannot help all 
shipbuilders but which shows a prevailing 
change of idea. In any case it would appear 
that the outlook for the tramp tanker is not as 
happy as it was five or six years ago. The 
whole question, however, is one of considerable 
interest from the point of view of shipbuilders, 
because it means that many tramp shipowners 
may be forced to bring their vessels back to the 
shipyards and subject them to alteration in 
order that their mean service speed may be 
increased. 

A. C. HARDY 
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Large Concession Granted 


A HUGE CONCESSION of over 250,000 hec- 
tares of possible oil producing lands, which 
was cancelled by the Mexican government 
some years ago, has just been revalidated and 
is said to be held by a group of Mexican oil in- 
terests who have made arrangements with 
American oil men to supply the finances 
necessary for a large drilling program. The 
drilling contracts for this area may also go to 
American companies. As a condition for 
re-establishing the concession the Mexican 
government stipulated that half of the tract 
must be turned over to the national oil re- 
serves of Yucatan and Tabasco if the drilling 
campaign proves the existence of oil in com- 
mercial quantities. 


Tampico Construction? 


Gen. J. M. PALENctA, former police chief 
and present governor of Puebla, stated on his 
return from a recent visit to New York that 
officials of the Mexican Sinclair Oil Company 
and Pierce Oil Company informed him that 
their companies were contemplating undertak- 
ing a $900,000 improvement project at Tampico 
to expand their Mexican activities. Work on 
these projects, which will feature enlargement 
of the company’s refinery, is expected to start 
before the end of the year although the state- 
ments of Gen. Palencia were unconfirmed by 
the petroleum companies involved. 

Reports from Tampico state that the Mexi- 
ean Eagle, Mexican Sinclair and Pierce Oil 
Company have completed repairs on their 
Tampico properties damaged by the hurricane 
and floods late last summer. Operations are 
again being carried on normally in Tampico 
and the terminal has been improved by the 
deepening of the channel of the Panuco River 
from eight to ten meters. 


Exploration 


Milexican Sincuair has under considera- 
tion a drilling campaign in the Papantla field, 
Vera Cruz where several wells have recently 
been completed as producers. The American 
firm of Stanford and Company has begun 
drilling wells in the Palma fields, near Altamira, 
Tamaulipas. 

Federal government agents and geologists 
of the Mexican Eagle are investigating oil 
which is said to have been discovered in the 
totally new region of Loma Bonita, Oaxaca, 
near the Vera Cruz border. A_ pineapple 
plantation worker who was drilling a water 
well for his personal use is said to have dis- 
covered traces of petroleum. 

Oil lands in the Lampazos municipality, to 
which the Mercedes Petroleum Company re- 
nounced rights contained in their concession, 
have been included in the national petroleum 
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reserve. Similar action has been taken in 
regard to the Miradores, El] Halcon and Cama- 
lote ranches in Vera Cruz state to which 
Mexican Sinclair renounced its rights. 

A marked increase in Mexican oil exports to 
Latin American countries during the first half 
of this year is announced by the National 
Statistics Department. 


Government Ruling 


Tue MEXICAN Federal legislature is con- 
sidering limiting petroleum concessions to 


1,000 hectares (about 2,300 acres) granting 
but one such concession to each company or 
individual. Surprise is expressed that the 
federal legislature should be considering such 
restrictive legislation of a type that in the 
recent past succeeded in greatly curtailing 
Mexican petroleum development by making 
the concessions obtainable unattractive to 
powerful international companies which alone 
command the resources necessary to develop 
rapidly the petroleum resources of a country 
like Mexico. Since the restrictive legislation 
and Mexico’s loss of its important position 
near the head of the list of the oil producing 
countries of the world, the trend in Mexican 
legislative circles seems to have been in the 
direction of liberalizing the laws governing 
exploitation of petroleum. 
DOUGLAS GRAHAME 


El Aguila’s 21,638 bbl. daily refinery 


at Minatitlan, Mexico. 
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Imports 


Emports of crude into Canada during 
September totalled 3,088,492 bbl. compared 
with 3,323,209 bbl. in August, and 2,197,515 
bbl. during September 1932. 


Origin of August Crude Canadian Imports 


(Barrels) 
United States 2.056.959 
Trinidad and Tobago _. 10.550 
Colombia 227.360 
Dutch West Indies 72,973 
Peru : 391.190 
Venezuela 329,160 


Imports for the twelve-month period ending 
September 30, 1933 totalled 24,968,840 bbl. 
valued at $17,991,703 compared with 27,834,- 
260 valued at $27,210,327 during the same 
period in 1932. Gasoline imports totalled 
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21,653 bbl. valued at $91,529 during Septem- 
ber compared with 21,443 bbl. in August. 
Gasoline importations for the 12-month period 
ending September 30, 1933 were 902,440 bbl. 
valued at $2,612,871 compared with 2,246,- 
835 bbl. valued at $7,973,997 during the same 
period ending September 30, 1932. 

Total imports of petroleum, asphalt, and 
their products amounted to $3,221,175 during 
September 1933, a 6.6 percent decline from 
the August total of $3,449,022. 


General 


BRoyauire OIL, Imperial Oil’s operating 
subsidiary in the Turner Valley field, Alberta, 
has undertaken construction and conservation 
work of a major character during this year, 
including the completion of an absorption 
plant which, in addition to aiding conserva- 








tion by recovery of naphtha from gas previ- 
ously burned, is sharply increasing the 
company’s earnings. 

The absorption plant is working on gas from 
the older part of the fold, where pressure is 
down sharply to a point which makes the old 
method of separator recovery inefficient, but 
from which naphtha can be extracted effi- 
ciently in the absorption plant. 

As a first step in conservation, the gas flow 
in the field was cut to about 200,000,000 cu. 
ft. daily, and later increased to 240,000,000 
cu. ft. 

A large part of the new Royalite absorption 
was built by American Locomotive Com- 
pany’s Montreal subsidiary, and _ includes 
certain Gyro patents. It was completed in 
the early summer. In June the plant pro- 
duced 14,070 bbl. and in July, 21,352 bbl. 
The capacity when additions are completed 
will be 115,000,000 cu. ft. of gas daily. 

As a further contribution to conservation, 
Royalite is delivering about 5,000,000 cu. ft. of 


London: November 


EBusiness in oil shares seems to be de- 
veloping on highly satisfactory lines. The 
public has been rather cautious in entering 
the market, but supplies of shares are by no 
means heavy, the volume of transactions is 
gradually increasing, and the rising trend of 
prices has carried a number of quotations to 
new high levels for the current year. Events 
in America, and their reactions on the British 
petrol price level, have provided the most 
encouraging market factors. A very favorable 
impression was created early in the month 
by the decline of American crude production 
below the allowable fixed under the code, and 
the excellent recovery shown in the Shell 
Union position in the third quarter was an- 
other bullish influence. Announcement of an 
increase of Id. per gallon in British petrol 
prices provided the market with evidence that 
the recovery of the American industry must 
eventually bring about greatly improved 
marketing conditions in Britain and elsewhere. 
The British petrol price advance only whetted 
the appetite of the share market for more 
movements in the same direction, and was 
immediately followed by predictions of further 
increases. It thus had a pronounced effect on 
shares of Anglo-Persian, Trinidad Leaseholds, 
British Controlled and other companies with a 
particular interest in the British petrol price 
level. Most of the oil shares quoted in Lon- 
don have, of course, already risen substantially 


Finance 


dry gas daily to the gas company for storage 
in the wells of the old depleted Bow Island 
gas field. In the past three years it has re- 
turned 4,500,000,000 cu. ft. with a resulting 
increase in gas pressure in the depleted field 
of approximately 175 lbs. Even today this 
field can be called upon to supply gas to the 
city of Calgary in case of emergency. 

British American Oil Producing Company, 
which is owned by British American Oil, and 
which operates in the state of Texas, adds 
substantially to the revenues of the Canadian 
company through production which runs 
around 300,000 bbl. per quarter. 


Production 


Domestic production of crude during 
September amounted to 97,342 bbl., com- 
pared with 100,602 bbl. in August. The total 
output during the nine months ending Septem- 
ber 1933 was 828,712 bbl. an advance of 1.4 
percent over that of the similar period in 1932. 

R. C. ROWE 
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since the beginning of 1933. This fact ex- 
plains the absence of spectacular advances at 
the present time; but the trend of the market 
is decidedly upward, and further improvement 
in quotations is expected if restriction in the 
United States continues to develop favorably. 


Venry uirte disappointment was caused 
by the decision of the directors of the Shell 
Transport and Royal Dutch companies to 
declare no interim dividends on ordinary 
shares for the current year. A few dealers had 
hoped that in view of the admittedly improv- 
ing prospect for petroleum products, a small 
interim payment would be made, but the 
majority believed that the cautious policy 
pursued during the preceding two years would 
be maintained. For each of the years 1931 
and 1932 a dividend of 714 percent free of 
income tax was paid by Shell after the closing 
of the year’s accounts, the corresponding pay- 
ment by Royal Dutch being 6 percent. Cur- 
rency uncertainties alone would appear to 
provide ample justification for the policy of 
the directors of the two companies in with- 
holding interim distributions. In view of the 
wide operations of the Royal Dutch-Shell 
Group, the exchange fluctuations of the past 
year must have made profit estimating with a 
view to interim dividend payments an ex- 
ceedingly difficult matter. 


Five HALF-YEARLY payments of dividend 
have been made on the 7 percent first prefer- 
ence capital of both the Mexian and Canadian 
Eagle Oil companies during the past twelve 
months. Distributions had been postponed 
owing chiefly to doubt as to the outcome of the 
law suit concerning certain of Mexican Eagle’s 
land rights. This case affected Canadian 
Eagle through the mutual guarantee of first 
preference dividends between the two com- 
panies. In May last each company announced 
two half-yearly payments to April 30, 1932, 
and two further payments were announced in 
August. These distributions brought first 
preference dividend payments by both com- 
panies up to April 30, 1933, and recent an- 
nouncement of the payment for the six months 
to October 31, 1933 suggests that the com- 
panies concerned are continuing to recover, 
although dividends on their common shares 


London Stock Exchange Prices 


Last Year's 


1933 Share October 12 to November tl 
tina. an Fe » 
High Low per Ann. First High Low Last Change 
2749 15ge 314 Anglo-Ecuadorian. . . 1346 1346 2542 1346 
1'Ye 1746 10 Anglo-Egyptian “B”........ 12142 1'MYe6 15% 12h42 
21942 134 ren Anglo-Persian. . . 216 21942 23% 21942 + 342 
11542 2952 «25 Apex Trinidad (5s.). . . . 1l%e 11542 134 11549 - Ves 
2349 IMs. Attock.... ve 192 2149 1942 2442 + Me 
5% \o Ths Brit. Borneo (6s.). . ; 1749 1742 lg ae: hatchet 
4 hi6 Brit. Burmah (8s.)........ . Vo 342 342 rer 
546 $2 Brit. Controlled ($5). . 546 dis $2 a ae 
4 139... Brit. Controlled Pfg. ($5). 234 34 Me 34 + Ma 
41742 234 20 Burmah........ iaienasa 41542 41752 43% 41740T + Me 
16 14 Canadian Eagle (No par) 1542 1542 Vis 1542 
5416 i420 , Kern River (10s.). .. . . 940 %e 4 4 — MWe 
21942 146 1245 Lobitos. . re . 2% 2% 23% 24 iat alohe 
Hi6 B7ie 14 London & Thames Haven 4\¢ 4546 416 4546 + Me 
»& 54¢ P Mexican Eagle ($4 Mex.)....... 1%2 5% %%6 5g + Ye 
146 3% 215 ee 1g 146 2h42 a: saamaws 
2374 155% 6 Royal Dutch (fl. 100)... . 223% 2234 21% 2214 -—- % 
27% 12432 7}2* Shell Transport...... . 22542 225$2 254 27542 =k. 
1134 57% Shell Union (No par)... .. B34 874 734 87% + % 
2h42 bye 6 Steaua Romana.... . 2149 2142 1949 2432 Sw. 
$2342 = 2542 15 Trinidad Leasehold. ....... 33% 32342 316 23407 + Ihe 
416 6 ‘ Untd. Brit. of Trinidad (6s. 8d.). — %42 416 942 546 + Vo 
2346 H'l442 12 Venezuelan Oil Concessions 2 2432 12742 12742T — 542 


Nominal value of shares £1 unless otherwise stated by bracketed figures. 


* Denotes Tax-free dividend. 


t Denotes “‘Ex-dividend” price. 


|| 10 percent dividend tax free plus 4 percent bonus less tax. 








are not considered likely to be resumed im- 
mediately. 


Milaintenance of the interim dividend at 
5 percent on Venezuelan Oil Concessions ordi- 
nary and participating preference shares con- 
formed to expectations, but the official state- 
ment issued with the dividend announcement 
had an adverse effect on the market for the 
companys’ shares. The statement was to the 
following effect: 

“Among the many other factors influencing 
the oil business, the company’s profits for 1933 
will be affected by the fluctuations of the 
dollar-sterling rates of exchange throughout 
the year. The exact extent to which this will 
influence the year’s profits can naturally only 
be arrived at when the accounts are closed, but 
the directors are satisfied that the amount 
required for the interim dividend now declared 
will be covered.” 

Since the company paid total dividends of 
12% percent for 1932, and the cover for the 
interim dividend referred to in the statement 
could hardly have been provided by profits for 
a period of less than six months, some dealers 
suggested that the statement implied the 
possibility of a reduction in the aggregate 
distribution to shareholders for the current 
year. In view of the influence of exchange on 
profits, the continued depreciation of the 
dollar was another disquieting factor from the 
market viewpoint, although the effect of lower 
values for American currency should be offset 
to a considerable extent by the rise in prices 
for petroleum products in the United States. 


SaLes oF ‘“*Regent”’ petrol in the United 
Kingdom are continuing to increase. Mr. F. 
R. Phillips, chairman of Trinidad Leaseholds, 
told shareholders at the recent annual meeting 
that this extension of the company’s activities 
has to a great extent remedied the exclusion 
of its products from the United States market. 
In 1932 the company secured a contract for the 
supply of motor spirit to a group of passenger 
transport interests in Britain, and Mr. Phillips 
announced that a further contract with the 
same organization has now been concluded, 
covering a considerably wider area. Delivery 
obligations have called for the establishment 
of depots and distributing outlets in the Mid- 
lands and West of England. Dealing with the 
company’s prospects, the chairman pointed 
out that the decline in the exchange ad- 
vantages gained through sales made on a 
United States currency basis had been largely 
offset by the increase in American oil prices. 
The meeting was held before the dollar fell to 
a discount in relation to sterling, and also 
before the advance in British motor spirit 
prices. Earnings of Trinidad Leaseholds have 
been well maintained for the first quarter of 
the current financial year, and the meeting was 
considered highly encouraging in the share 
market, the company’s shares being subse- 
quently put up to a new high for the year. 


HBavy taxation of the oil industry in 
India, combined with low prices owing to com- 
petition from imported oil from Russia and 
elsewhere, continued to militate against suc- 
cessful operations by British Burmah Petro- 


leum Company during the year to July 31 last. 
Net profit declined by £9,733 to £34,377, and 
after provision for sinking fund requirements, 
a surplus remained of £1,334, compared with 
£8,519 at the end of the preceding year. Asin 
1931-32, there is no return on the company’s 
share capital. The balance sheet shows a very 
strong financial position, but in view of the 
adverse marketing conditions the directors 
have decided that the company’s development 
programme must be drastically curtailed until 
there is a reasonable prospect of a return to 
justify further expenditure. 


Enciupine the 2 percent distribution re- 
cently declared, shareholders of Steaua Ro- 
mana (British) will have received a _ total 
dividend of 6 percent for the year to June 30, 
1933. This represents an increase of 2 percent 
on the aggregate distribution for 1931-32, the 
interim dividend for the past financial year 
having been increased from 2 percent to 4 per- 
cent by the inclusion of a special payment on 
account of interest due to the British company 
by the operating concern in Bucharest. Al- 
though the dividend for the past year repre- 
sents an increase, it still falls short of the 8 
percent cumulative dividend to which the 
company’s ordinary shares are entitled. There 
is now about 62 percent arrears of dividend 
accumulated on this class of the company’s 
capital, which also carries participating rights 
in surplus profits. A large part of the com- 
pany’s income consists of interest on advances 
to the operating company and loans to a Rou- 
manian banking group. This fact explains 
the relatively low price for the ordinary shares, 
although the recent improvement in Rou- 
manian prices for oil products must have in- 
creased the potential value of its 
considerably. 


assets 


ALEc H. Day 


New York: November 


Tue CENTER of the financial and economic 
stage has been occupied during the past 
month by the controversy about the Admin- 
istration’s monetary policy. On October 25 
the Treasury began its program of depreciating 
the dollar by purchasing gold (through the 
Reconstruction Finance Corporation) in the 
world market at progressively higher prices. 
By this means the dollar was driven down to 
below 60 cents in terms of gold currencies. 
Some increases in commodity prices were 
stimulated, but the more striking effects have 
been the flight of capital abroad (estimated in 
some quarters at more than $1,000,000,000 in 
three weeks) and the almost uninterrupted 
decline in the government bond market. Fol- 
lowing shortly after the rather unsuccessful 
attempt to refund $1,900,000,000 of Liberty 
44s, these phenomena were highly disturbing 
to financial and business circles where there is a 
naturally strong sentiment for stability of the 
monetary unit and a real abhorrence of any 
suggestion of currency inflation. 

The thought that the present monetary 
policy was leading to a breakdown of govern- 
ment credit, and consequently to fiat money, 
was intensified and vocalized on a national 
scale by the dramatic resignations of Dean 
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Acheson and Dr. Sprague from the Treasury 
and the leave of absence of Secretary Woodin, 
and by the strong statements issued by former 
Governor Smith of New York, the New York 
Chamber of Commerce and others. 

During this period the stock market as a 
whole advanced quite appreciably, while high 
grade bonds declined along with the govern- 
ment issues. As indicated by the tabulation, 
the oil shares gained substantially, reflecting 
in part the relatively favorable position of the 
industry in the recovery program and the 
progress already achieved in controlling crude 
oil production. Similar control of refining 
operations is now being undertaken, and a 
reasonable degree of success in this attempt 
during December might easily prove decisive 
in staving off the price fixing program. The 
price fixing schedule was to have become 
effective on the first of December, but the 
extent of the opposition and the number of 
factions desiring to present their cases at the 
hearings made postponement to January 1 a 
practical necessity. 


BR ervectine improvement in earnings 
since June and the strong cash position of the 
company, Socony-Vacuum Corporation has 
declared a dividend of 25 cents per share pay- 
able December 15 to stock of record November 
17. Added to the last previous payment of 
10 cents a share on March 15 of this year, this 
brings total disbursements to stockholders in 
1933 to 35 cents per share compared with total 
payments of 75 cents per share in 1932. 
There are approximately 31,000,000 shares 
outstanding indicating that the current dis- 
tribution will involve about $7,750,000. While 
the form of dividend declaration adopted by 
the directors indicates no promise as to future 
payments, the improved position of the do- 
mestic oil industry through control of pro- 
duction and refining activity and the possibility 
of economies through merger of the company’s 
Far Eastern properties with those of Standard 
Oil Company (New Jersey) provide some basis 
for anticipating further dividend action during 
the first quarter or first half of 1934. Stock- 
holders will vote on the merger of the Far 
Eastern properties at a special meeting which 
has been called for December 14. 


Arnovcu SOCONY-VACUUM’S earnings 
improvement since June is not attested by any 
financial statement, since the company reports 
once a year only, there is striking evidence of 
improvement in the reports of numerous other 
oil companies covering the September quarter. 
Continental Oil Company showed consolidated 
net income ‘for that period of $2,898,000, 
equivalent to 62 cents a share on 4,658,000 
shares, compared with a net loss of $2,136,000 
in the preceding quarter and a net income of 
$358,000, or 7 cents a share, in the September 
quarter of 1932. The third quarter profit was 
insufficient to overcome the deficit of the first 
half year and the net result for the nine months 
ended September 30 was a net loss of $2,062,- 
000, compared with a net profit of $102,000 
in the same period of 1932. Financial posi- 
tion remains very strong with current assets on 
September 30 of $30,712,000, including $9,- 
862,000, in cash and government securities, 








while total current liabilities were only 
$6,072,000. 


SHELL UNION OIL CORPORATION also re- 
ported substantial earnings improvement in 
the September quarter, showing a net profit 
of $4,537,000, equal to $11.34 per share on the 
514 percent preferred stock and to 30 cents a 
share on the 3,070,000 shares of common 
stock after allowing for regular quarterly pre- 
ferred dividend requirements. In this case 
also the September profit was not sufficient to 
offset the deficit of the first half year and for 
the nine months there was a net loss of 
$9,569,000, compared with a net loss of 
$3,098,000 in the first nine months of 1932. 
Cash and its equivalent on September 30 
stood at $27,554,000 compared with $32,- 
341,000 a year previous. 


Ix accorDaNce with its usual record of 
comparatively stable earning power, Standard 
Oil of California has not fallen into the red in 
any year of the depression, and reports for the 
nine months ended September 30 a net income 
of $5,874,000, equal to 45 cents a share, com- 
pared with net of $12,013,000 or 92 cents a 
share for the corresponding period of 1932. 
The September quarter provided 36 cents per 
share of the total 45 cents for the nine months, 
compared with a net of 39 cents per share in 
the September quarter of 1932. Although 
the improvement in the oil industry should 
enable the company to better its last year’s 
fourth quarter showing of 16 cents a share, it 
is improbable that total earnings for the year 
can be brought up to the $1 per share which 
is the current dividend rate. Nevertheless, 
there is little question as to continuance of 
payments on this basis since the company is in 
very strong financial position, and the gen- 
erally favorable outlook for the industry for 
next year suggests the possibility that an 
increase in the rate may be forthcoming 
during that period. 


Amerapa CORPORATION reports consoli- 
dated net profits for the third quarter of 
$322,000, equivalent to 42 cents per share on 
the 766,000 shares of no par capital stock out- 
standing. In the preceding quarter there was 
a loss of $308,000, but the third quarter of 
1932 yielded a profit of $405,000, or 53 cents 
a share. 


ConsouipaTeD earnings of Skelly Oil 
Company for the quarter ended September 30 
amounted to $1,011,000, including a profit of 
$39,000 on debentures purchased for sinking 
fund. This was equivalent to $12.96 per share 
on the 6 percent preferred stock on which 
there are now due accumulated back dividends 
to a total of $15 per share, or an aggregate 
amount of slightly more than $1,400,000. After 
allowing for regular quarterly preferred divi- 
dend requirements the third quarter yielded a 
net equal to 86 cents per share on the common 
compared with a deficit of $1 per share of 
common in the second quarter of this year and 
a deficit of 40 cents per share in the third 
quarter of 1932. 


Since 17 has been the policy of Sun Oil 
Company to declare extra dividends in com- 


mon stock at the close of each year so as to 
bring total distributions including the regular 
cash dividend of $1 per annum somewhere 
near in line with total earnings, the recent 
declaration of a stock dividend of 9 percent 
indicates that there has been a rather sharp 
increase in earnings of the company since the 
first six months of this year which showed a 
net profit of $1,139,000 or 53 cents per share of 
common stock after preferred dividends. It 
is estimated that the year may show approxi- 
mately $4 per share on the common which 
would compare with $2.35 per share reported 
for 1932. Figured on the basis of recent 
market prices for the stock, the 9 percent 
stock dividend will be roughly equal to a 
distribution of $4.50 per share, although on 
the books of the company it will be taken at 
approximately $4,878,000 in aggregate amount, 
or $3.07 per share. 


I; IS REPORTED that the Getty interests of 
Los Angeles, who control Pacific Western Oil, 
have purchased over a period of time approxi- 
mately 1,100,000 shares of the common stock 
of Tide Water Associated Oil Company. This 
would approximate 20 percent of the latter’s 
outstanding stock, an amount approximately 
equal to the holdings of Standard Oil of New 
Jersey. In 1930, the Jersey company entered 
into a contract with a company formed by 
executives of Tide Water Associated and their 
associates to sell their Tide Water Associated 
at $21.47 a share. One-third of the purchase 
price was paid in cash and the agreement has 
been extended from time to time since then 
although the transaction has never been com- 
pleted. It is thought that this acquisition by 
the Getty interests may presage merging of 


Pacific Western Oil with Tide Water Associ- 
ated, although it cannot be confirmed at this 
time that any definite steps in that direction 
have been taken. 

The Tide Water Associated Oil 6 percent 
cumulative convertible preferred stock has 
been in arrears in dividends for three quarterly 
payments. It is now thought that in view of 
the improved earnings of its two principal 
subsidiaries, Associated Oil and Tide Water 
Oil, dividends may be resumed on this issue in 
the near future. The next regular dividend 
date for the preferred stock would be Jan- 
uary 2. 


Oxo OIL COMPANY, an important producer 
and seller of crude oil, emerged from the red in 
the third quarter with net equal to $1,207,000 
compared with a deficit of $1,722,000 in the 
second quarter and a deficit of $1,418,000 in 
the first quarter of this year. The third 
quarter profit was equal to 6 cents per share 
on the common stock compared with a deficit 
of 39 cents per share in the second quarter and 
a deficit of 35 cents per share in the first 
quarter. Thus the nine months showed a 
deficit of 68 cents per share on the common 
compared with earnings of 57 cents per share 
reported for the corresponding period of 1932. 
Financial position remains very strong with 
total current assets as of September 30 equal 
to $27,831,000, compared with total current 
liabilities of $3,500,000. During the third 
quarter the company increased the amount of 
its 6 percent preferred stock held in the treas- 
ury by 3,506 shares at an average cost of $88 a 
share, bringing the total of such holdings to 
18,121 shares. 

C. C. BAILEY 


New York Stock Prices 


1933 Current 
—" = Div. - per Stock 
High Low Annum (Par Value $) 
475, «1814 2.00 Amerada (No) 
321, 12% 1.00 Atlantic Refining (25) 
ll 3 . Barnsdall (5) 


4 “% Colon Oil (No) 
15% 5 Consol Oil (No). . 
195% 1% Continental Oil (5) 
11%, 24% Creole Petroleum (5) 
62 24 , Gulf Oil Corp. (25) 
96 40 2.00 Humble Oil & Ref. (25) 
15% 612 0.50 Imperial Oil, Ltd. (No) 
23 8%, §1.12 International Petr. (No) 
16 33%, Mid-Continent (No) 
17% 4%, Ohio Oil (No) 

18%, 4%, Phillips Petr. (No) 
15% 24% Pure Oil (25) 
3934 175% 16% Royal Dutch N. Y. (13%) 


43% 15 10.60 Seaboard Oil (No) 
Shell Union (No) 
12% 44, 0.25 Simms Petr. (10) 


54 35 *1.00 Sun Oil (No) 

30% 103, 00) = Texas Corp. (25) 

11% 3Y% Tide Water Assoc. (No) 

23% BY2 1.00 Union Oil of Calif. (25) 
1% Vy Venezuelan Petr. (5) 


9%, 3 Skelly Oil (25) 
17 6 1.00 Socony-Vacuum (25) 
45 1914 1.00 Standard Oil of Calif. (No) 
34 17 1.00 Standard Oil, Ind. (25) 
36 12% 2.00 Standard Oil, Kansas (25) 
19% BY, 1.00 Standard Oil, Ky. (10) 
4742 22% 1.00 Standard Oil, N. J. (25) 

1 

1 


October 23-November 18 


Sales Net 
(Shares) First High Low Last Change ! 
43,700 41 475% 4042 45% + 5% 
160,400 27% 32% 26% 31% + 5% 
109,100 7%, 9, ™%, 95% + 2u% 
5,900 1% 1% 1% 1% - & 
366,400 10% 133% WY, 125% + 23% 
218,100 15% 19% 15 18% +4 
171,300 9% 11% 83%, 11% + 23% 
33.500 45 594. 44 58, +124 
24,300 7912 % 792 9512 +154 
104,800 114% 15% 11% 15% + 44% 
163,400 16% 23% 16% 22% + 5% 
44,500 11 13% 10% 13% + 35% 
167,500 13% 16% 13% 16 +3 
194,700, 44% 18% 138% 17%, + 4%, 
142,300 104% 13% 10% 13 + 3 
21,500 32% 3934 32% 38% + 6% 
89,900 32% 3734 31% 36% + 3% 
110,600 7%, 91, 71% BY, + 2 
17,000 9% Ii 9% 10% +2 
14,400 6% 9% 65% 9% + 2% 


632,200 10% 17 10% 16% + 6% 
162,000 37% 45 353%, 44 + 9% 
92,400 287, 3234 283%, 32 + 3% 
13,000 33 36 33 36 +3 

18,000 14 17 4 16% + 2% 
t 


325,600 39%, 47142 39% 16% BY, 
3,700 47 St 47 54 + 7% 
134,300 22% 2734 224%, 27 + 5% 
120,900 10% 11 9 10% + 1 
56,200 19 21% 18 2% + 2% 
7,200 % % “ % + MY 


! Since close of last month’s table. + Paid for 1932—no regular rate. 


t Also 10c extra this year. 
* Also paid 2% in stock for 1932. 
§ Payable in Canadian funds. 
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Since most of the failures of casing are due either 


to the collapsing of the bottom joint or to the 
casing pulling out of the coupling, the two requi- 
sites of better casing are resistance to external 
pressure and strength of joint in tension. Since 
these are both functions of the yield point of the 
steel itself, anything that raises the yield point of 
the steel helps make a better casing. 

In the manufacture of Republic Electric Weld 
Casing, the cold working of the steel to form the 
round raises the yield point considerably above 
that possible on pipe made from the same grade 
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of steel by those processes involving hot forming. 

Of equal importance in determining the safety 
of joints in tension are the factors of roundness 
and uniform wall thickness. Republic Electric 
Weld Casing possesses these qualities to the high- 
est degree yet attained commercially in pipe man- 
ufacturing. In addition, it possesses a 100% weld, 
is free from scale and surface defects and, due to 
the method of welding by electrical resistance, 
the metal is of uniform grain structure throughout. 

Write for Booklet 210-B giving complete in- 
formation about this better casing. 
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GENERAL OFFICES “NRe vv YOUNGSTOWN, OHIO 
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VALVE PROBLEMS IN 
DRILLING 
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NORDSTROM 


LUBRICATED PLUG VALVES 


ON 

BOILER INSTALLATIONS 
BLOW-OUT PREVENTERS 
TANK BATTERY SERVICE 
WATER LINES 

MUD LINES 

CHRISTMAS TREES 


Nordstrom Valves are available in many types and 
sizes to handle most pressures, temperatures and 
service conditions met with in Oil Fields and 
Refineries. All types combine patented hydraulic 


pressure lubrication with the fundamental advan- 
pation tages of plug cock design. British 


MERCO NORDSTROM Pekissirece, Nv" AUDLEY ENGINEERING 
VALVE COMPANY &iti" enue COMPANY LIMITED 


Church Sereec, NEW VORA. LONDON OFFICE: Finsbury Court, Finsbury Pavement, E.C.2. (Met.296).) 
Subsidiaryof the Pittsburgh Equitable Meter Company. Agencies in France, Germany, Belgium, Roumania, etc: 


South American Representatives: The Armco International Corporation, Calle Reconquista 336, Buenos Aires, Argentina 
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